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EXWIUDJLOHUHJLRQ%RWKRIWKHVHHYHQWVKHOSHGVHWWKHVWDJHIRUWKH
$SULO±5RFNLHV&RQIHUHQFHKHUHRQFDPSXV:KLOHWKH
³(QHUJL]LQJ´ VHULHV DGGUHVVHG RQH LPSRUWDQW WRSLF LQ WKLV \HDU¶V
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$PMPSBEP$PMMFHF5IF3PDLZ.PVOUBJO8FTUBOE
5IF4UBUFPGUIF3PDLJFT1SPKFDU
%\:DOWHU(+HFR[
&RORUDGR&ROOHJH&&WRGD\DVIRUWKHSDVW\HDUVLVVWURQJO\
GH¿QHGE\ORFDWLRQDQGHYHQWVRIWKHV3LNH¶V3HDNDEUXSWO\
ULVHVRXWRI WKHKLJKSODLQV WKDWH[WHQGIURPWKH0LVVLVVLSSLDQG
0LVVRXUL5LYHUV WRZDUGVWKHZHVW 7KLVHDVWHUQPRVWVHQWLQHORI
WKH5RFN\0RXQWDLQFKDLQRIIWSHDNV¿UVWDWWUDFWHGHDUO\
H[SORUHUVDQGWKHQZDVWKHIRFXVRI3UHVLGHQW-HIIHUVRQ¶VFDOOIRU
WKHVRXWKHUQSRUWLRQRI WKH/RXLVLDQD3XUFKDVH WREHPDSSHGE\
=HEXORQ3LNHLQ*ROGVHHNHUVLQVSDZQHGWKHVWDUWRI
WKH³3LNH¶V3HDNRU%XVW*ROG5XVK´RISURVSHFWRUVDQGDOOPDQQHU
RIVXSSOLHUVWRWKHPLQLQJWRZQV*HQHUDO:LOOLDP-DFNVRQ3DOPHU
ZKLOHH[WHQGLQJDUDLO OLQHIURP.DQVDV&LW\ WR'HQYHU LQ
FDPSHGQHDUZKDWLVQRZ&RORUDGR&LW\DQGIHOOLQORYHZLWKWKH
YLHZRI3LNH¶V3HDNDQGUHGURFNIRUPDWLRQVQRZFDOOHGWKH*DU
GHQRIWKH*RGV$QHQWUHSUHQHXUDQGDGYHQWXUHUKHVHOHFWHGWKDW
VLWHWRIRXQGDQHZWRZQZLWKWKHGUHDPWKDWLWZRXOGEHDIDPRXV
UHVRUWFRPSOHWHZLWKDFROOHJH WREULQJHGXFDWLRQDQGFXOWXUH WR
WKHUHJLRQ:LWKLQ¿YH\HDUVERWK&RORUDGR6SULQJVDQG&RORUDGR
&ROOHJHFDPHLQWREHLQJLQ&RORUDGR7HUULWRU\SUHFHGLQJ&RORUDGR
VWDWHKRRGLQ
(DUO\SLFWXUHVRISUHVHQWGD\&XWOHU+DOOWKH¿UVWSHUPDQHQWEXLOG
LQJRQFDPSXVWKDWZDVFRPSOHWHGLQVSHDNYROXPHVWRWKH
PDJQL¿FHQWVFHQHU\RI3LNH¶V3HDNDQGWKH ORQHO\SODLQV .DWK
HULQH/HH%DWHVDGGHGDQLQGHOLEOHLPDJHRIWKHUHJLRQ,Q
VKHVSHQWDVXPPHUWHDFKLQJLQ&RORUDGR6SULQJVDWD&&VXPPHU
SURJUDP DQG RQ D WULS XS3LNH¶V 3HDNZDV LQVSLUHG WRZULWH KHU
³$PHULFDWKH%HDXWLIXO´SRHP,WKHOSHGVSUHDGDFHOHEUDWLRQRIWKH
PDJQL¿FHQWYLVWDVDQGJUDQGHXURI3LNH¶V3HDNDQGWKHVXUURXQGLQJ
UHJLRQ±DQGSURYLGHGEUDJJLQJULJKWVIRU&&DV³7KH$PHULFDWKH
%HDXWLIXO&ROOHJH´
7KH ODVW TXDUWHU RI WKH HLJKWHHQWK FHQWXU\ZDV FKDOOHQJLQJ ERWK
IRU&RORUDGR6SULQJVDQG&RORUDGR&ROOHJH $WWHPSWV WR ORFDWH
¿QDQFLDOVXSSRUW LQ WKHHDVWDQGHDVH WKH WUDYDLOVRIDVWUXJJOLQJ
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&KDUOLH%URZQ+HUVKH\&RORUDGR&ROOHJHSUHVLGHQWGXULQJ:RUOG:DU,,
$ERXWWKH$XWKRU:DOWHU(+HFR[LVSURIHVVRURIHFRQRPLFVDQGHQYLURQPHQWDOVFLHQFHDW&RORUDGR&ROOHJHDQG3URMHFW'LUHFWRURI
WKH&RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV3URMHFW
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'7KH6WDWHRI WKH5RFNLHV3URMHFW
FROOHJHZHUHJURXQGHGRQWKHXQLTXHUROHRI&RORUDGR&ROOHJHLQ
WKHQ3UHVLGHQW7HQQH\¶V³1HZ:HVW´WKDWHQFRPSDVVHGWKHJHQHUDO
5RFN\0RXQWDLQUHJLRQ+LVSURPRWLRQRIWKLVVPDOOFROOHJHVSRNH
RI&RORUDGR&ROOHJHEHLQJRQWKH³YHU\YHUJHRIWKHIURQWLHU´ZLWK
DPLVVLRQWREULQJHGXFDWLRQDQGFXOWXUHWRDUXJJHGODQG(YHQ
WKHQ7HQQH\ VDZ WKH FROOHJH DV DQ LGHDO SODFH WR VWXG\ DQWKUR
SRORJ\DQGDUFKHRORJ\XVHWKHJHRORJ\RIWKHUHJLRQDVDQDWXUDO
ODERUDWRU\DQGVHUYHWKHPLQLQJLQGXVWU\E\WHDFKLQJWKHVFLHQFH
RIPLQHUDORJ\DQGPHWDOOXUJ\,QWKHHDUO\VD6FKRRORI(Q
JLQHHULQJZDVHVWDEOLVKHGWKDWRIIHUHGGHJUHHV LQHOHFWULFDOPLQ
LQJDQGFLYLOHQJLQHHULQJ*HQHUDO3DOPHUJDYHWKHFROOHJH
DFUHVRIIRUHVWODQGDWWKHWRSRI8WH3DVVXSRQZKLFKDIRUHVWU\
VFKRROZDVEXLOWWKH¿IWKIRUHVWU\VFKRROFUHDWHGLQWKH86DQGWKH
RQO\RQHZLWKDSULYDWHIRUHVW
6XEVHTXHQWGHFDGHVEURXJKWH[SDQVLRQRIWKHFROOHJHZLGHUUHF
RJQLWLRQDVDOLEHUDODUWVFROOHJHRIUHJLRQDODQGQDWLRQDOGLVWLQF
WLRQDQGFUHDWLRQRILQQRYDWLYHFRXUVHVPDMRUVDQGSURJUDPV7KH
XQLTXH%ORFN3ODQLPSOHPHQWHGLQWKHVFRQVLVWVRIRQHDW
DWLPHFRXUVHVWKDWIDFLOLWDWHH[WHQGHGFRXUVH¿HOGVWXG\UDQJLQJ
DFURVVWKH5RFNLHVDQGWKURXJKRXWWKH6RXWKZHVW7KXV&&KDVD
ULFKKLVWRU\LQGHOLEO\OLQNHGWRWKH5RFNLHV
7RGD\ LVQRGLIIHUHQW&&KDVQHZSURJUDPV WKDWPHHWHYROYLQJ
FKDOOHQJHV LQ WKH 5RFNLHV LQFOXGLQJ HQYLURQPHQWDO VFLHQFH DQG
6RXWKZHVWVWXGLHVSURJUDPVDVXVWDLQDEOHGHYHORSPHQWZRUNVKRS
DQGH[FLWLQJ¿HOGZRUNRIIHUHGE\DYDULHW\RIGLVFLSOLQHV6WXGHQWV
FDQWKRURXJKO\H[SORUHWKH5RFNLHVWKURXJKWKHEORFNSODQ
7KH5RFNLHV3URMHFW
7KH&RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV3URMHFWLVGHVLJQHGWR
SURYLGHDWKRXJKWIXOREMHFWLYHYRLFHLQUHJLRQDOLVVXHVE\RIIHULQJ
FUHGLEOHUHVHDUFKRQSUREOHPVIDFLQJWKH5RFN\0RXQWDLQ:HVW
DQGWKURXJKFRQYHQLQJFLWL]HQVDQGH[SHUWVWRGLVFXVVWKHIXWXUHRI
RXUUHJLRQ(DFK\HDUWKH3URMHFWVHHNWR
2SSRUWXQLWLHVIRUFROODERUDWLYHVWXGHQWIDFXOW\
UHVHDUFKSDUWQHUVKLSV
$6WDWHRIWKH5RFNLHV5HSRUW&DUG
$FRPSDQLRQ6WDWHRIWKH5RFNLHV&RQIHUHQFH
7DNHQWRJHWKHUWKHVHWKUHHDUPVRIWKH6WDWHRIWKH5RFNLHV3URMHFW
RIIHUWKHWRROVIRUXPDQGDFFHVVLELOLW\QHHGHGIRU&RORUDGR&RO
OHJHWRIRVWHUDVWURQJVHQVHRIFLWL]HQVKLSIRUERWKRXUJUDGXDWHV
DQGWKHEURDGHUUHJLRQDOFRPPXQLW\
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%\:DOWHU(+HFR[0DWWKHZ.5HXHUDQG&KULVWRSKHU%-DFNVRQ
$ERXWWKH(GLWRUV:DOWHU(+HFR[LVSURIHVVRURIHFRQRPLFVDQGHQYLURQPHQWDOVFLHQFHDW&RORUDGR&ROOHJHDQG3URMHFW
'LUHFWRURIWKH&RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV3URMHFW0DWWKHZ.5HXHULV7HFKQLFDO'LUHFWRUIRUWKH(QYLURQPHQWDO
6FLHQFH3URJUDPDQGFRHGLWRUIRUWKH5RFNLHV3URMHFW&KULVWRSKHU%-DFNVRQD0D\JUDGXDWHRI&RORUDGR&ROOHJHLV
WKH3URJUDP&RRUGLQDWRUIRUWKH5RFNLHV3URMHFW
&EJUPST1SFGBDFBOE&YFDVUJWF4VNNBSZ
(GLWRUV¶3UHIDFH
$VTXLFNO\DVWKH5RFNLHV3URMHFWDGGUHVVHVRQHVHWRIFKDOOHQJHV
WR WKHHLJKWVWDWH UHJLRQQHZ LVVXHVDSSHDURQ WKHKRUL]RQ )RU
WKH5HSRUW&DUG VXFK FKDOOHQJHV LQFOXGH IRUHVW KHDOWK DQG
WKHLPSRUWDQFHRI¿UHPLWLJDWLRQDQGGLVHDVHLQWKLVUHJLRQHQHUJ\
GHYHORSPHQWLPSDFWVRQ5RFNLHV¶FRPPXQLWLHVDQGLQIUDVWUXFWXUH
ZDWHUXVHLQWKH5RFNLHVDQGWKHJURZLQJQHHGIRUDJULFXOWXUHWR
XUEDQZDWHU WUDQVIHUVDQG WUHQGV LQQHZFRPPXQLWLHV LQFOXGLQJ
³QHZXUEDQLVP´:K\WKHVHWRSLFV"&HUWDLQO\PDQ\RWKHUVPD\
EHHTXDOO\GHVHUYLQJRIDWWHQWLRQDQGOLNHO\ZLOOEHWKHIRFXVRIIX
WXUHUHSRUWFDUGV%XWSUHVVXUHVKDYHFRPELQHGWRPDNHWKLV\HDU¶V
VHOHFWLRQRIWRSLFVWLPHO\DQGFRPSHOOLQJ
7KHFRPELQDWLRQRISURORQJHGGURXJKWDQGFRQWLQXLQJUDSLGSRSX
ODWLRQJURZWKDUHNH\ LQJUHGLHQWV WRD UHJLRQDO  ³SHUIHFW VWRUP´
5RFNLHV¶IRUHVWVDUHVWUHVVHGE\GURXJKWRYHUJURZQDIWHUGHFDGHV
RI¿UHVXSSUHVVLRQDQGQRZGHYDVWDWHGE\LQVHFWVDQGGLVHDVH7KH
LPSOLFDWLRQVIRUOLIHDQGSURSHUW\ZLWKLQWKH¿UHSURQHZLOGODQGXU
EDQLQWHUIDFHDVZHOODVWKHHFRQRPLFKHDOWKRIFRPPXQLWLHVUHOLDQW
RQUHFUHDWLRQDQGWRXULVPDUHLQFUHDVLQJO\SURIRXQG'URXJKWKDV
VLPXOWDQHRXVO\ VWUHVVHGZDWHU XVHV SDUWLFXODUO\ DJULFXOWXUHPX
QLFLSDO VXSSOLHV LQGXVWU\ DQG QDWXUDO HFRV\VWHPV :DWHU ULJKWV
ODZLQWHUDFWLQJZLWKWKHSRZHURIPDUNHWVWRGLYHUWZDWHUWRKLJKHVW
ELGGHUVLVSODFLQJLQFUHDVLQJSUHVVXUHRQDJULFXOWXUH7KLVUHVXOWV
IURP GHFUHDVLQJ DJULFXOWXUDO FRPPRGLW\ SULFHV DQG WKH JURZLQJ
¿QDQFLDOFORXWRI:HVWHUQFLWLHVZDWHU VWLOOÀRZVXSKLOO WRZDUGV
PRQH\
$QRWKHUFORXGLQRXU³SHUIHFWVWRUP´FRPHVIURPLQFUHDVLQJGH
PDQGVIRUHQKDQFHGGRPHVWLFHQHUJ\SURGXFWLRQ([SORGLQJGH
PDQGLQ,QGLDDQG&KLQDXQVWDEOHSROLWLFDOVLWXDWLRQV LQHQHUJ\
SURGXFLQJ QDWLRQV DQG FRQWLQXHG 86 DSSHWLWH IRU HQHUJ\ DUH
GULYLQJDERRPRILPPHQVHSURSRUWLRQVLQWKH5RFNLHV,QSULRU
GHFDGHVVLPLODUERRPVKDYHWXUQHGWR³EXVWV´DVZRUOGRLOSULFHV
FROODSVHG DQG WKH¿QDQFLDO YLDELOLW\ RI GRPHVWLF HQHUJ\ SURGXF
WLRQZDVXQGHUFXW )RU WKH5RFNLHV WKHUHSRVLWRU\ IRUPXFKRI
WKH QDWLRQ¶V HQHUJ\ UHVRXUFHV FRQYHQWLRQDO DVZHOO DV VRODU DQG
ZLQGEDVHGUHQHZDEOHVHDFKERRPLVDPL[HGEOHVVLQJEULQJLQJ
UXUDOFRPPXQLWLHVMREVDQGSURVSHULW\ZKLOHFKDOOHQJLQJWKHDUHD¶V
LQIUDVWUXFWXUHVRFLDOIDEULFDQGHQYLURQPHQWDOKHDOWK
$OORIWKHVH³IURQWV´LQWKHVWRUPDIIHFWLQJWKH5RFNLHVLPSDFWWKH
GLVWULEXWLRQRISHRSOH OLYLQJ WKURXJKRXW WKH UHJLRQ &RQWUDU\ WR
³FRQYHQWLRQDOZLVGRP´RIWKHSRSXODWLRQOLYHVLQXUEDQDU
HDV7KHYDVWPDMRULW\RIWKH5RFNLHVLV³XUEDQ´DQGJURZLQJDW
VRPHWLPHVWKHQDWLRQDODYHUDJH$VPRUHSHRSOHPRYHLQWR
XUEDQDQGVXEXUEDQDUHDVWKHUHDUHRSSRUWXQLWLHVDQGFKDOOHQJHV
8UEDQJURZWKPDQLIHVWVLWVHOIQRWMXVWLQWKHIDPLOLDU³VSUDZO´SDW
WHUQEXWDOVR LQSODQQHGDQG WKHPDWLFGHYHORSPHQW 7KH WUHQGV
LQQHZFRPPXQLWLHVUHVXOWLQH[FLWLQJKXPDQEXLOWGLPHQVLRQVWR
ZKDWPDNHVWKH5RFNLHVVXFKDGHOLJKWIXOSODFHWROLYHDQGYLVLW
,QWKLVRXUIRXUWK\HDURIWKH6WDWHRIWKH5RFNLHV3URMHFWZHKDYH
EXLOWXSRQZKDWZRUNHGZHOOGXULQJWKHSUHYLRXVWKUHH6XPPHU
ZLWQHVVHGDWHDPRIVWXGHQWVZRUNLQJZLWKIDFXOW\DQGVWDII
WRGHYHORSWKHFKRVHQUHVHDUFKWRSLFV )LHOGWULSVWRFRQGXFWLQ
WHUYLHZV DQG REVHUYH WKH SDUWLFXODU LVVXHV ZHUH FRPELQHG ZLWK
FDPSXVEDVHGUHVHDUFK*HQHURXV¿QDQFLDODVVLVWDQFHDOORZVWKLV
SDWWHUQRIVWXGHQW LQYROYHPHQW WRFRQWLQXHDQGVXSSRUWVDUHFHQW
&RORUDGR&ROOHJHJUDGXDWHDV3URJUDP&RRUGLQDWRUWKURXJKRXWWKH
DFDGHPLF \HDU  6LQFH WKH VXPPHU WKH VWXGHQW UHVHDUFKHUV KDYH
PHWZLWKRWKHUVFLHQWLVWVDQGFRPPXQLW\OHDGHUVWR¿QHWXQHWKHLU
UHVHDUFK SURMHFWVZKLFK IRUP WKH VXEVWDQFH IRU WKH5HSRUW&DUG
VHFWLRQV
7KLV \HDU¶V UHVHDUFK WRSLFV VLPLODU WR WKRVH LQ WKH SDVW VHHN WR
RIIHUIUHVKSHUVSHFWLYHVRQFULWLFDOUHJLRQDOWRSLFV2XUDLPLVWR
FXOWLYDWH D QHZ YLVLRQ RI RXU VKDUHG KRPH DQG WR FKDOOHQJH WKH
0RXQWDLQ:HVWWRGHFLGHRQRXUFROOHFWLYHIDWHDVQHZDUULYDOVRU
HVWDEOLVKHGORFDOVLQWKLVUHJLRQ
+RZKDYHZHRUJDQL]HG WKLV\HDU¶V5HSRUW&DUG" &RQWLQXLQJD
WUDGLWLRQWKH¿UVWVHFWLRQH[DPLQHVNH\FKDUDFWHULVWLFVRIWKH5RFN
LHV5HJLRQ:HH[SORUHKRZLWLVFKDQJLQJWKURXJKRXU³5RFNLHV
%DVHOLQH´ SUHVHQWLQJ DQQXDOO\XSGDWHG GHPRJUDSKLF LQGLFDWRUV
IRU WKH86 WKH5RFNLHV5HJLRQDQGHDFKRI WKHHLJKW5RFNLHV
VWDWHV7KHVH³YLWDOVLJQV´OD\RXWEDVLFIDFWVDQGWUDFNWUHQGVLQ
WKLVUDSLGO\FKDQJLQJUHJLRQ  1H[WFRPHWKHPDMRUVHFWLRQVZH
KDYH VWXGLHG WKLV \HDU IRUPHG E\ WKH ³SHUIHFW VWRUP´ GLVFXVVHG
DERYH)LQDOO\ZHFRQWLQXHDQRWKHUWUDGLWLRQDQG³HYDOXDWH´WKH
FRXQWLHVLQWKHUHJLRQRQVHOHFWHGPHDVXUHVLQFOXGLQJ
³'HPRFUDWVDQGWKHLU5RFN\0RXQWDLQ+LJK+RSHV´$
FORVHORRNDWSDUW\YRWLQJSDWWHUQVLQWKHHLJKWVWDWH5RFN\
0RXQWDLQ:HVW
³+RZWKH:HVW LV:LUHG´EURDGEDQGFRQQHFWLYLW\ LQ WKH
:HVWDQG
³)HHGLQJ IURP WKH )HGHUDO 7URXJK´ SDWWHUQV RI IHGHUDO
JRYHUQPHQWH[SHQGLWXUHVDURXQGWKH5RFNLHV
&HQWUDOWRWKLV\HDU¶VSURMHFWDFWLYLWLHVDVLQWKHSDVWDUHWKHWKUHH
JRDOVRIWKH&RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV3URMHFW
5HVHDUFK RSSRUWXQLWLHV IRU FROODERUDWLYH VWXGHQWIDFXOW\
UHVHDUFKSDUWQHUVKLSV
5HSRUWSXEOLFDWLRQRIDQQXDO6WDWHRIWKH5RFNLHV5HSRUW
&DUG
(QJDJH OHFWXUHVDQGFRQIHUHQFHV WKDWEULQJWKHFRPPX
QLW\DQGSXEOLFLQWRDFRQYHUVDWLRQDERXWWKH5RFNLHV
7KURXJKWKHVHJRDOVWKHSURMHFWDLPVWRPRYHEH\RQGWKHHGXFD
WLRQDOEHQH¿WVWRLQYROYHGVWXGHQWVE\LQVSLULQJFRQIHUHQFHDWWHQG
HHVDQGUHSRUWFDUGUHDGHUVWRFRQWHPSODWHGLVFXVVDQGHQJDJHLQ
VKDSLQJ WKH IXWXUH RI RXU EHORYHG UHJLRQ²WKH5RFN\0RXQWDLQ
:HVW
([HFXWLYH6XPPDU\
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86 &HQVXV %XUHDX
7KH GDWD DUH DYDLODEOH
DW KWWSZZZFHQVXV
JRY
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)RUWKH¿UVWWLPHVLQFHWKH'HPRFUDWLF1DWLRQDO&RQYHQWLRQ
ZLOOWDNHSODFHLQ'HQYHU,QWKH'HPRFUDWVQRPLQDWHG:LO
OLDP-HQQLQJV%U\DQ IRUKLV WKLUGQRPLQDWLRQDQG WKLUG UHVRXQG
LQJGHIHDW2QHKXQGUHG\HDUVODWHUWKH'HPRFUDWVDUHKRSHIXOIRU
VXFFHVV D KRSH UHÀHFWHG LQ WKHLU FKRLFH RI FRQYHQWLRQ ORFDWLRQ
3ROLWLFDO VWUDWHJLVWV WKLQN'HPRFUDWV FRXOG SLFN XS D IHZ RI WKH
HLJKWVWDWHVLQWKH5RFNLHV5HJLRQ
$ QXPEHU RI IDFWRUV LQ WKH UHJLRQ KDYH HQFRXUDJHG'HPRFUDWV
)LUVW %LOO &OLQWRQ ZRQ &RORUDGR 0RQWDQD 1HYDGD DQG 1HZ
0H[LFRLQDQG$UL]RQD1HYDGDDQG1HZ0H[LFRLQ
+RZHYHUKLVZLQVDOVRUHÀHFWHGWKHLQÀXHQFHRIWKLUGSDUW\FDQGL
GDWH5RVV3HURWZKRDOVRGLGZHOOLQWKH5RFN\0RXQWDLQUHJLRQ
LQERWK\HDUVHVSHFLDOO\
6HFRQG'HPRFUDWVFXUUHQWO\KROG WKHJRYHUQRUVKLSV LQ$UL]RQD
&RORUDGR0RQWDQD1HZ0H[LFRDQG:\RPLQJ,Q'HPR
FUDW%LOO5LWWHUZRQQHDUO\SHUFHQWRIWKHYRWHLQ&RORUDGRDQG
'HPRFUDWLFJRYHUQRUVZHUHUHHOHFWHGLQ:\RPLQJ1HZ0H[LFR
DQG$UL]RQDUHFHLYLQJDQLPSUHVVLYHDQGSHUFHQWRIWKH
YRWHVUHVSHFWLYHO\
7KLUG866HQDWRU.HQ6DOD]DU¶VHOHFWLRQLQ&RORUDGRLQDQG
0RQWDQD¶VQHZO\HOHFWHG866HQDWRU-RQ7HVWHUKDYHFRQWULEXWHG
WR'HPRFUDWLFFRQWURORIWKH866HQDWH6HQDWH0DMRULW\/HDGHU
+DUU\5LHGRI1HYDGDZDVDOVRHDVLO\UHHOHFWHGLQ
)RXUWKWKH5RFN\0RXQWDLQUHJLRQLVWKHIDVWHVWJURZLQJUHJLRQLQ
WKHQDWLRQOHGE\1HYDGDDQG$UL]RQDDQGIROORZHGE\&RORUDGR
8WDKDQG,GDKR$OWKRXJKWKHUHJLRQRQO\KDVHOHFWRUDOYRWHV
DVDEORFNWKH5RFNLHVKDYHPRUHHOHFWRUDOYRWHVWKDQ1HZ(QJ
ODQGDQGWKH1RUWKZHVWDVZHOODVWKHUHFHQWSROLWLFDOEDWWOHJURXQG
VWDWHVRI2KLRDQG)ORULGD
'HPRFUDWVKDYHDOVRZRQVRPHQRWDEOH86+RXVHRI5HSUHVHQWD
WLYHVVHDWVLQWKHUHJLRQLQFOXGLQJWKUHHLQ$UL]RQDDQGWZRLQ&RO
RUDGRRYHUWKHSDVWWZRHOHFWLRQF\FOHV5HFHQWUDFHVLQ1HYDGD
:\RPLQJDQGHYHQLQ,GDKRDOVRHQGHGXSXQH[SHFWHGO\FORVH
)LQDOO\LQWKHODVWSUHVLGHQWLDOUDFH-RKQ.HUU\FDPSDLJQHGKDUG
LQ&RORUDGRDQG1HZ0H[LFRDQGKDGDFKDQFHLQWKHVHVWDWHV+H
FRXOGKDYHZRQWKHSUHVLGHQF\KDGKHZRQ&RORUDGR1HZ0H[L
FRDQG1HYDGD,Q$O*RUHZRXOGKDYHZRQLIKHKDGZRQ
&RORUDGR
$EVROXWHO\NH\ LQXQGHUVWDQGLQJ WKHQHZ'HPRFUDWLF VWUDWHJ\ LV
WKLV'HPRFUDWLFSUHVLGHQWLDOFDQGLGDWHVDUHJRLQJWRKDYHWRPDNH
XS IRU WKHLU ORVW VRXWKHUQ HOHFWRUDO YRWHV E\ WU\LQJ WR SLFN RII D
IHZVHOHFW5RFN\0RXQWDLQ6WDWHV &RORUDGR1HYDGDDQG1HZ
0H[LFRKROGSURPLVHIRUWKHSDUW\DVGRHV0RQWDQDKRZHYHUWKH
'HPRFUDWVDOVRIDFHVLJQL¿FDQWFKDOOHQJHVLQWKHUHJLRQ2QO\
RI WKH UHJLRQ¶V VHQDWH VHDWV DUH FXUUHQWO\KHOGE\'HPRFUDWV
DVDUHRQO\RIWKH86+RXVHVHDWV3DUW\UHJLVWUDWLRQ¿J
XUHVLQWKRVHVWDWHVWKDWUHTXLUHUHJLVWUDWLRQUHÀHFWVROLG5HSXEOLFDQ
OR\DOWLHVH[FHSWLQ1HZ0H[LFR,Q8WDKUHJLVWHUHG5HSXEOLFDQV
RXWQXPEHU'HPRFUDWVE\DERXWDWRPDUJLQ,Q:\RPLQJ
SHUFHQW RI WKH YRWHUV UHJLVWHU DV5HSXEOLFDQV DV RSSRVHG WR MXVW
 SHUFHQW DV'HPRFUDWV  &RORUDGR KDV D KLJKHU SHUFHQWDJH RI
XQDI¿OLDWHGYRWHUVSHUFHQWDQGDVOLJKWO\KLJKHUSHUFHQWDJHRI
5HSXEOLFDQVWKDQRI'HPRFUDWVSHUFHQWDQGSHUFHQWUHVSHF
WLYHO\ ,Q$UL]RQDSHUFHQWRIWKHYRWHUVUHJLVWHUDV5HSXEOL
FDQVDQGSHUFHQWDV'HPRFUDWV9RWHUVLQ0RQWDQDDQG,GDKR
GRQRWUHTXLUHYRWHUVWRUHJLVWHUDSDUW\SUHIHUHQFH\HW5HSXEOLFDQV
SODLQO\RXWQXPEHU'HPRFUDWVLQWKRVHVWDWHVDVZHOO±HVSHFLDOO\
LQ,GDKR
3HUKDSVWKHPRVWFRPSHOOLQJFKDOOHQJHIRU'HPRFUDWVLVUHÀHFWHG
LQWKHJRYHUQRU866HQDWHDQGSUHVLGHQWLDOUDFHVIURPWR
$VGLVFXVVHGODWHULQWKLVSDSHUWKHHLJKWVWDWHVRIWKH5RFN\
0RXQWDLQ:HVWKDYHDYHUDJHGRYHUSHUFHQW5HSXEOLFDQLQVWDWH
ZLGHSDUWLVDQHOHFWLRQV7KHVHGDWDVKRZWKH5RFN\0RXQWDLQ:HVW
DVWKHPRVW5HSXEOLFDQUHJLRQLQWKH8QLWHG6WDWHVH[FHHGLQJHYHQ
WKH6RXWKZKLFKKDVDYHUDJHGSHUFHQW5HSXEOLFDQYRWHV LQ
VWDWHZLGHHOHFWLRQVRYHUWKHSDVWWZRGHFDGHV
&RORUDGR LV WKHRQO\ VWDWH LQ WKH UHJLRQ WKDWKDV VKLIWHG WRZDUGV
WKH'HPRFUDWVDOWKRXJKWKLVVKLIWLVVRPRGHVWWKDW&RORUDGRFDQ
EHUHJDUGHGDVSUHGRPLQDQWO\VWDEOH LQVWDWHZLGHSDUWLVDQYRWLQJ
EHKDYLRU2YHUWKHSDVWWZRGHFDGHV&RORUDGR¶VVWDWHZLGHSDUWLVDQ
DYHUDJHKDVIDYRUHG5HSXEOLFDQV7KHODVW'HPRFUDWLFSUHVLGHQWWR
ZLQDUHDOPDMRULW\LQ&RORUDGRZDV/\QGRQ%-RKQVRQLQKLV
QDWLRQDOODQGVOLGH$UL]RQD6HQDWRU%DUU\*ROGZDWHUKDVEHHQWKH
RQO\PDMRUSDUW\QRPLQHHIRUSUHVLGHQWIURPWKLVUHJLRQ+RZHYHU
*ROGZDWHU RQO\ FDUULHG$UL]RQD LQ WKH UHJLRQ DQGZRQ KLV RZQ
VWDWH¶VSRSXODUYRWHE\OHVVWKDQRQHSHUFHQW
$VRI6SULQJWKH5RFN\0RXQWDLQUHJLRQKDVSURGXFHGVHUL
RXVFRQWHQGHUVIRUHDFKRIWKHPDMRUSDUWLHVLQ866HQDWRU-RKQ
0F&DLQ IURP$UL]RQD DQG1HZ0H[LFR¶V*RYHUQRU DQG IRUPHU
SUHVLGHQWLDO FDELQHW PHPEHU %LOO 5LFKDUGVRQ +RZHYHU DV WKH
*ROGZDWHU FDVH VXJJHVWV KRPH UHJLRQ SDWULRWLVP LV QRW D PDLQ
SUHGLFWRURI(OHFWLRQ'D\YRWLQJSUHIHUHQFHV
,QWKLVSDSHUZHH[DPLQHWKHSODFHRIWKH5RFNLHV5HJLRQLQWKH
QDWLRQDO SROLWLFDO DUHQD IRFXVLQJ RQ WUHQGV LQ DQGZLWKLQ VWDWHV
$VRXWOLQHGLQRWKHUHVVD\VLQWKLV6WDWHRIWKH5RFNLHV5HSRUWWKH
5RFNLHV5HJLRQ LV H[SHULHQFLQJ GUDPDWLF FKDQJHV2QH RI WKHVH
FKDQJHVPD\EHDVKLIWLQSROLWLFV
9RWLQJ%HKDYLRULQWKH5RFN\0RXQWDLQ:HVW
$VQRWHGIURPWRWKHHLJKWVWDWHVRIWKH5RFN\0RXQ
WDLQ UHJLRQ KDYH DYHUDJHG  SHUFHQW5HSXEOLFDQ LQ VWDWHZLGH
HOHFWLRQVIRU86SUHVLGHQW86VHQDWRUDQGVWDWHJRYHUQRU7KLV
SHUFHQWDJHPDNHV WKH UHJLRQ WKHPRVW5HSXEOLFDQ LQ WKH QDWLRQ
ZKLFKDVDZKROHKDVDYHUDJHGDSSUR[LPDWHO\SHUFHQW5HSXE
OLFDQ,QSUHVLGHQWLDOHOHFWLRQVWKH:HVWKDVVROLGO\VXSSRUWHG5H
SXEOLFDQFDQGLGDWHVZLWK5HSXEOLFDQVZLQQLQJRIVWDWHYRWHV
%\5REHUW'/RHY\7KRPDV(&URQLQDQG-RQDWKDQ0*ROGVWHLQ
$IBMMFOHF&TTBZ
%FNPDSBUTBOE5IFJS3PDLZ.PVOUBJO)JHI	)PQFT
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$ERXWWKHDXWKRUV5REHUW'/RHY\LV3URIHVVRURI3ROLWLFDO6FLHQFHDW&RORUDGR&ROOHJH7KRPDV(&URQLQLV
WKH0F+XJK3URIHVVRURI$PHULFDQ,QVWLWXWLRQVDQG/HDGHUVKLSDW&RORUDGR&ROOHJH-RQDWKDQ0*ROGVWHLQLVD
VHQLRU,QWHUQDWLRQDO3ROLWLFDO(FRQRPLFVPDMRUDW&RORUDGR&ROOHJH

IRUSUHVLGHQWIURPWR2YHUWKHVDPHSHULRGVHYHQRI
WKH RQO\ HLJKW'HPRFUDWLF YLFWRULHV RFFXUUHG LQ  DQG 
ZKHQ WKH5HSXEOLFDQ SUHVLGHQWLDO FDQGLGDWHVZHUHZHDNHQHG E\
5RVV3HURW¶VFDQGLGDF\
5HSXEOLFDQVWUHQJWKYDULHVDPRQJWKHHLJKWVWDWHV,GDKRDQG8WDK
DUH WZRRI WKHPRVW5HSXEOLFDQVWDWHV LQ WKH8QLWHG6WDWHVZLWK
ERWK YRWLQJPRUH WKDQ  SHUFHQW5HSXEOLFDQ LQ VWDWHZLGH HOHF
WLRQVIURPWR1HYDGDKRZHYHUDYHUDJHGSHUFHQW
'HPRFUDWLF DQG LV WKHRQO\ VWDWH LQ WKH5RFNLHV WKDW IDOOV LQ WKH
'HPRFUDWLFFDWHJRU\&RORUDGRZDVFORVHEHKLQG1HYDGDLQVXS
SRUW IRU WKH'HPRFUDWVDYHUDJLQJSHUFHQW5HSXEOLFDQIURP
WR
$V LQ WKHQDWLRQ DV DZKROH5HSXEOLFDQVJDLQHG VWUHQJWK LQ WKH
5RFNLHVIURPWR,QWKH\HDUFRPELQHGSDUWL
VDQDYHUDJHIRUWKH5RFN\0RXQWDLQ:HVWZDVRQO\SHUFHQW
5HSXEOLFDQD¿JXUHWKDWKDGULVHQWRSHUFHQWLQ6RPH
VWDWHVJDLQHGPRUH5HSXEOLFDQYRWHVWKDQRWKHUV)RULQVWDQFH8WDK
KDGDQRWDEOHSRLQWVKLIW WR WKH5HSXEOLFDQV IURP
SHUFHQW'HPRFUDWLFWRSHUFHQW5HSXEOLFDQ&RORUDGR
KRZHYHUGURSSHGVOLJKWO\IURPSHUFHQW5HSXEOLFDQLQ
WRSHUFHQW5HSXEOLFDQE\&RORUDGRLVWKHRQO\VWDWHLQ
WKH5RFNLHV5HJLRQ WRVKLIWHYHQVOLJKWO\ WRZDUG WKH'HPRFUDWV
$OWKRXJKPDQ\REVHUYHUVFKDUDFWHUL]H1HZ0H[LFRDVEHLQJPRUH
'HPRFUDWLF WKDQ&RORUDGR VWDWHZLGH GDWD VXJJHVW RWKHUZLVH ,Q
WKH\HDU¿JXUHIRU&RORUDGRZDVSHUFHQW5HSXEOLFDQ
ZKLOHWKDWIRU1HZ0H[LFRZDVSHUFHQW5HSXEOLFDQ,QDGGL
WLRQIURPWR1HZ0H[LFRVKLIWHGVOLJKWO\5HSXEOLFDQ
$OWKRXJK1HYDGDLVWKHPRVW'HPRFUDWLFVWDWHLQWKHUHJLRQLWWRR
KDVEHHQWUHQGLQJWRZDUGWKH5HSXEOLFDQV,QWKH\HDUSDU
WLVDQ DYHUDJH IRU1HYDGDZDVSHUFHQW'HPRFUDWLF D¿JXUH
WKDWKDGGURSSHGWRSHUFHQW'HPRFUDWLFE\
,IWRWUHQGVH[WHQGLQWRWKHIXWXUH&RORUDGRVKRXOGUH
PDLQVWDEOHEXWFRQWLQXHDVORZWUHQGWRWKH'HPRFUDWVSHUKDSV
HYHQEHFRPLQJVOLJKWO\'HPRFUDWLFLQLWVVWDWHZLGHYRWLQJEHKDY
LRU7KHRWKHUVHYHQ5RFN\0RXQWDLQVWDWHVZLOOFRQWLQXHPRYLQJ
5HSXEOLFDQZLWKHYHQ1HYDGDSRVVLEO\EHFRPLQJDQDUURZO\5H
SXEOLFDQVWDWH6WLOODVPHQWLRQHGDERYHSROLWLFDOREVHUYHUVVSHFX
ODWHWKDWWKH'HPRFUDWVPD\EHDEOHWRSLFNXSHOHFWRUDOYRWHVLQWKH
5RFNLHVLQWKHSUHVLGHQWLDOHOHFWLRQ7KHLUSURVSHFWVDUHEHVW
LQ&RORUDGRDQG1HYDGDDQGIDLUO\JRRGLQ1HZ0H[LFRDQG0RQ
WDQD7KH'HPRFUDWLF3DUW\KDVVHOHFWHG1HYDGDIRUHDUO\FDXFXVHV
LQWKHLUQRPLQDWLRQUDFHIRUSUHVLGHQW
,PSRUWDQWSROLWLFDOVKLIWVKDYHDOVR WDNHQSODFHZLWKLQ LQGLYLGXDO
VWDWHV )RU H[DPSOH'HQYHU DQG LWV LQQHU VXEXUEV KDYH EHFRPH
LQFUHDVLQJO\'HPRFUDWLFZKLOHRWKHU&RORUDGRFLWLHVDUHEHFRP
LQJPRUHVWURQJO\5HSXEOLFDQ7KURXJKRXWWKHUHJLRQSRSXODWLRQ
GLVWULEXWLRQVYDU\ZLGHO\&RORUDGRDQG8WDKKDYH ODUJHSRSXOD
WLRQFRQFHQWUDWLRQVLQORQJXUEDQL]HGFRUULGRUVVWUHWFKHGDORQJWKH
EDVHVRIPDMRUPRXQWDLQUDQJHV,Q,GDKR0RQWDQDDQG:\RPLQJ
SRSXODWLRQVDUHZLGHO\VSUHDGRXWLQVPDOOWRPHGLXPVL]HGFLWLHV
1HZ0H[LFR LVDFRPELQDWLRQRI WKRVH WZRGLVWULEXWLRQVZLWKD
ODUJHSRSXODWLRQLQWKHXUEDQL]HGVWULSIURP$OEXTXHUTXHWR6DQWD
)HEXWDOVRVXEVWDQWLDOSRSXODWLRQVLQVPDOOFLWLHVWKURXJKRXWWKH
VWDWH,Q$UL]RQDDQG1HYDGDWKHRYHUZKHOPLQJPDMRULW\RIUHVL
GHQWVOLYHLQ3KRHQL[7XFVRQDQG/DV9HJDV5HQRUHVSHFWLYHO\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
(OHFWRUDO&ROOHJH9RWHVLQWKH(OHFWLRQ
'UDZQLQ3URSRUWLRQWR1XPEHURI(OHFWRUDO9RWHV
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6WDWHE\6WDWH$QDO\VLV
$UL]RQD
$VQRWHG LQ7DEOHDERYH5HSXEOLFDQVKDYHJDLQHGVWUHQJWK LQ
$UL]RQDWKHWKLUGPRVW5HSXEOLFDQVWDWHLQWKHUHJLRQLQ,Q
RISUHVLGHQWLDOHOHFWLRQVIURPWR$UL]RQDKDVJLY
HQLWVSUHVLGHQWLDOHOHFWRUDOYRWHVWRWKH5HSXEOLFDQFDQGLGDWH7KH
RQO\GHYLDWLRQRFFXUUHGLQZKHQWKLUGSDUW\FDQGLGDWH5RVV
3HURWVSOLWWKH5HSXEOLFDQYRWHDQGHQDEOHGLQFXPEHQW%LOO&OLQWRQ
WRQDUURZO\ZLQ$UL]RQD
866HQDWRU%DUU\*ROGZDWHUZDV$UL]RQD¶VOHDGLQJQDWLRQDOSROL
WLFLDQ LQ WKHVDQGV$FKDPSLRQRI FRQVHUYDWLYHHFR
QRPLFDQGIRUHLJQSROLF\SULQFLSOHV*ROGZDWHUJDUQHUHGWKH5H
SXEOLFDQQRPLQDWLRQIRUSUHVLGHQWLQEXWORVWUHVRXQGLQJO\WR
3UHVLGHQW/\QGRQ-RKQVRQLQWKHQDWLRQDOHOHFWLRQ$UL]RQDVWD\HG
OR\DO WR*ROGZDWHUEXWRQO\EDUHO\ DV*ROGZDWHUZRQKLVKRPH
VWDWHE\DPHUHYRWHV
+RZHYHUDVLQRWKHU5RFN\0RXQWDLQVWDWHVSROLWLFDOXSVHWVRF
FDVLRQDOO\RFFXULQ$UL]RQD'HPRFUDW%UXFH%DEELWWZDVHOHFWHG
JRYHUQRU LQ  DQG HDVLO\ ZRQ UHHOHFWLRQ LQ  'HPRFUDW
'HQQLV'H&RQFLQLVHUYHG\HDUV LQWKH866HQDWHIROORZLQJ
HOHFWLRQ LQ  DQG UHHOHFWLRQ LQ 5HSXEOLFDQVGRPLQDWHG
$UL]RQD HOHFWLRQV WKURXJKRXW WKH V EXW WKH 'HPRFUDWV UH
HPHUJHGLQZKHQ-DQHW1DSROLWDQRZRQWKHJRYHUQRUVKLSDQG
DQHDV\UHHOHFWLRQLQ
,Q$UL]RQDPRVWRIWKHYRWLQJSRSXODWLRQLVFRQFHQWUDWHGLQRQO\
WZR KLJKO\ XUEDQL]HG DQG VXEXUEDQL]HG FRXQWLHV ,Q WKH 
SUHVLGHQWLDO HOHFWLRQ LQ$UL]RQD  SHUFHQW RI WKH YRWHV ZHUH
FDVW LQ RQO\RQH FRXQW\0DULFRSD&RXQW\ZKLFK FRQWDLQVPRVW
RI WKH 3KRHQL[ PHWURSROLWDQ DUHD 7KH RQO\ RWKHU FRXQW\ FDVW
LQJPRUH WKDQ  YRWHV LQ WKDW HOHFWLRQZDV 3LPD&RXQW\
ZKLFK LQFOXGHV7XFVRQ DQG LWV VXEXUEV0DULFRSD&RXQW\ KDV D
GRPLQDQFHRISRSXODWLRQ DVZHOO DV5HSXEOLFDQVSURGXFLQJ WKH
ODUJHVW5HSXEOLFDQYRWHPDUJLQV LQ$UL]RQDDQGRQHRI WKH ODUJ
HVWLQWKH5RFN\0RXQWDLQ:HVW,QWKHSUHVLGHQWLDOHOHFWLRQ
0DULFRSD&RXQW\SURGXFHGDYRWHPDUJLQIRU5HSXEOLFDQ
*HRUJH:%XVK RYHU'HPRFUDW$O*RUH ,Q WKHPRVW SRSXORXV
'HPRFUDWLFFRXQW\3LPD&RXQW\7XFVRQPHWURSROLWDQDUHD$O
*RUHKHOGRQO\DPDUJLQRYHU%XVKQRZKHUHQHDUHQRXJK
WRRIIVHW%XVK¶VYRWHVLQ0DULFRSD&RXQW\,Q%XVK¶VPDUJLQ
LQFUHDVHGLQ0DULFRSD&RXQW\WR
7KH7XFVRQPHWURSROLWDQDUHDLQ3LPD&RXQW\LVW\SLFDORI'HPR
FUDWLFDUHDVWKURXJKRXWWKH5RFN\0RXQWDLQ:HVW7KH8QLYHUVLW\
RI$UL]RQD ORFDWHG LQ7XFVRQ KDV DWWUDFWHG KLJKO\ HGXFDWHG DQG
HFRQRPLFDOO\XSVFDOHYRWHUVPRUHOLNHO\WRYRWH'HPRFUDWLF(YHQ
WKRXJK3LPD&RXQW\UHPDLQHG'HPRFUDWLFIURPWRWKH
'HPRFUDWLFYRWHPDUJLQRYHUWKH5HSXEOLFDQVGURSSHGVOLJKWO\$O
*RUH UHFHLYHGPRUHYRWHV WKDQ*HRUJH:%XVK LQ3LPD
&RXQW\LQEXWWKH'HPRFUDWLFPDUJLQGURSSHGE\WR
ZKHQ-RKQ.HUU\UDQLQ
$UL]RQDLVRQHRIWKHPRVW¿UPO\5HSXEOLFDQVWDWHVLQWKH5RFN\
0RXQWDLQUHJLRQ7KHSURVSHFWVIRU WKH'HPRFUDWLF3DUW\ WRZLQ
DQ\HOHFWRUDOYRWHVWKHUHLQDSUHVLGHQWLDOHOHFWLRQDUHTXLWHORZ
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$UL]RQD 5 5 5
&RORUDGR 5 5 '
,GDKR 5 5 5
0RQWDQD ' 5 5
1HYDGD ' ' 5
10H[LFR ' 5 5
8WDK ' 5 5
:\RPLQJ 5 5 5
5(*,21 5 5 5
' 'HPRFUDWLF3HUFHQWDJH5 5HSXEOLFDQ3HUFHQWDJH
1RWHWKHYDOXHIRULVWKHDYHUDJHIRUDOOVWDWHZLGHHOHFWLRQVIRU
SUHVLGHQW866HQDWRUDQGJRYHUQRUIURPWKURXJKZKLOH
WKHYDOXHIRUUHSUHVHQWVWKDWDYHUDJHIURPWKURXJK
7KH6+,)7LVWKHSHUFHQWDJHSRLQWFKDQJHIURPWR
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7DEOH
6WDWHZLGH\HDUHOHFWLRQDYHUDJHVIRU863UHVLGHQW
866HQDWRUDQG6WDWH*RYHUQRULQWKH5RFN\0RXQ
WDLQ:HVW
&RORUDGR
,Q SDUWLVDQ WHUPV &RORUDGR LV WKH PRVW HYHQO\ EDODQFHG RI WKH
5RFN\0RXQWDLQ VWDWHV )URP WR &RORUDGR DYHUDJHG
SHUFHQW5HSXEOLFDQLQVWDWHZLGHHOHFWLRQV$OWKRXJKWKH5H
SXEOLFDQV KDYH ZRQ PRVW RI &RORUDGR¶V SUHVLGHQWLDO YRWHV WKH
'HPRFUDWVKDYHZRQVRPHUDFHVDWWKHJXEHUQDWRULDODQG866HQ
DWHOHYHOV7KHVH'HPRFUDWVVXFKDVFXUUHQW*RYHUQRU%LOO5LWWHU
DQGFXUUHQW866HQDWRU.HQ6DOD]DUKDYHWHQGHGWREHLGHRORJL
FDOO\WRWKHULJKWRIPRVW'HPRFUDWLFFDQGLGDWHVIRUSUHVLGHQW
2I WKHHLJKW5RFN\0RXQWDLQVWDWHVRQO\1HYDGDZLWKD±
VWDWHZLGHDYHUDJHRISHUFHQW'HPRFUDWLFLVPRUH'HP
RFUDWLFWKDQ&RORUDGR+RZHYHUZKLOH1HYDGDKDVEHFRPHPRUH
5HSXEOLFDQLQUHFHQW\HDUV&RORUDGRKDVWUHQGHGVOLJKWO\'HPR
FUDWLFWKHRQO\VWDWHLQWKHUHJLRQWRPRYHLQWKLVGLUHFWLRQ
&RXQW\OHYHO YRWLQJ WUHQGV HVSHFLDOO\ WKRVH LQ'HQYHU KHOS H[
SODLQ&RORUDGR¶VVOLJKWVKLIWWRWKH'HPRFUDWV7KHFLW\FRXQW\RI
'HQYHUKDVORQJEHHQWKHPRVW'HPRFUDWLFSDUWRI&RORUDGR¿W
WLQJZLWKWKHQDWLRQDOSDWWHUQZKHUHE\FHQWUDOFLWLHVKDYHWHQGHGWR
EHPRUHVWURQJO\'HPRFUDWLFDQGWKHLUVXUURXQGLQJVXEXUEVPRUH
VWURQJO\5HSXEOLFDQ,QWKHDQGSUHVLGHQWLDOHOHFWLRQV
KRZHYHUWKH'HQYHUVXEXUEVRI$UDSDKRHDQG-HIIHUVRQFRXQWLHV
EHJDQWRWUHQGWRZDUGWKH'HPRFUDWV$WWKHVDPHWLPH%RXOGHU
&RXQW\ZKLFKLVKRPHWRWKH8QLYHUVLW\RI&RORUDGRMRLQHG'HQ
YHULQVWURQJO\YRWLQJ'HPRFUDWLF7KXVWKH'HQYHUPHWURSROLWDQ
DUHDKDGPRUH'HPRFUDWLFYRWHVLQEXWWKRVHYRWHVZHUHRII
VHWE\HTXDOO\VWURQJJDLQVE\5HSXEOLFDQVLQSRSXORXVFRXQWLHVDW
WKHRXWHUIULQJHVRI'HQYHUDQGLQSRSXORXVFRXQWLHVLQRWKHUDUHDV
LQFOXGLQJ'RXJODV&RXQW\&DVWOH5RFN(O3DVR&RXQW\&ROR
UDGR6SULQJV0HVD&RXQW\*UDQG-XQFWLRQDQG:HOG&RXQW\
*UHHOH\
$OWKRXJK KDYLQJ VPDOOHU SRSXODWLRQV &RORUDGR¶V FRXQWLHV ZLWK
PDMRUVNLDUHDVDOVRWHQGWRYRWH'HPRFUDWLF(DJOH&RXQW\9DLO
3LWNLQ &RXQW\ $VSHQ DQG 6XPPLW &RXQW\ %UHFNLQULGJH DOO
YRWHGIRU'HPRFUDW-RKQ).HUU\LQ WKHSUHVLGHQWLDOHOHF
WLRQ7KLVWUHQGFDQEHIRXQGHOVHZKHUHLQZLQWHUUHVRUWDUHDVLQ
WKH5RFNLHV
7KXV DOWKRXJK&RORUDGRKDVQRW FKDQJHG LWV RYHUDOO YRWLQJEH
KDYLRUGUDPDWLFDOO\LQUHFHQW\HDUVTXLWHG\QDPLFFKDQJHVKDYH
WDNHQSODFHZLWKLQWKHVWDWH¶VHOHFWRUDWH7KH&RORUDGRHOHFWRUDWHLV
EHFRPLQJPRUHSRODUL]HGJHRJUDSKLFDOO\DORQJSDUW\OLQHV0RUH
WKDQHYHULWLVWKH'HQYHUPHWURSROLWDQDUHDYRWLQJVWURQJO\'HP
RFUDWLF YHUVXV WKH UHPDLQGHU RI WKH VWDWH YRWLQJ SUHGRPLQDQWO\
5HSXEOLFDQ
,GDKR
,GDKRLVRQHRIWKHPRVW5HSXEOLFDQVWDWHVLQWKH8QLWHG6WDWHV,Q
,GDKRKDGD\HDUVWDWHZLGHYRWLQJDYHUDJHRISHUFHQW
5HSXEOLFDQ VHFRQG LQ WKH5RFNLHV RQO\ WR8WDK¶V  SHUFHQW
,GDKRZDVDPRQJMXVWDKDQGIXORIVWDWHVLQFOXGLQJ$ODVND0LV
VLVVLSSLDQG8WDKZLWK\HDUVWDWHZLGHYRWLQJDYHUDJHVLQ
H[FHHGLQJSHUFHQW5HSXEOLFDQ
,GDKRKDGQRWDOZD\VEHHQDVVWURQJO\5HSXEOLFDQ,Q,GDKR
KDGD\HDUVWDWHZLGHYRWLQJDYHUDJHRISHUFHQW5HSXEOL
FDQ ,Q WKH  \HDUV WKDW IROORZHG KRZHYHU ,GDKR¶V  SRLQW
LQFUHDVHIRUWKH5HSXEOLFDQVZDVWKHVHFRQGKLJKHVWLQWKH5RFN\
0RXQWDLQVWDWHVDIWHU8WDK¶VSRLQWVKLIW
+RZHYHUDVLQRWKHUDUHDVRIWKH5RFNLHVVRPH'HPRFUDWVKDYH
KDGGLVWLQJXLVKHGSROLWLFDOFDUHHUVLQ,GDKR2QHRIWKHEHVWNQRZQ
,GDKR'HPRFUDWVZDV866HQDWRU)UDQN&KXUFKDOHDGLQJOLEHUDO
'HPRFUDWLFYRLFHLQWKH6HQDWHIURPWKHPLGVWR$Q
RWKHU'HPRFUDWLFVWDULQ,GDKRZDV*RYHUQRU&HFLO'$QGUXVZKR
VHUYHGWZRWHUPVLQWKHVDQGWKHQZRQWZRPRUHWHUPVLQWKH
ODWHVDQGHDUO\V
5HSXEOLFDQVKDYHZRQHYHU\866HQDWHHOHFWLRQ LQ,GDKRVLQFH
,QWKH866HQDWHUDFHLQ,GDKRWKH'HPRFUDWVGLGQRW
HYHQUXQDFDQGLGDWHDJDLQVWLQFXPEHQW5HSXEOLFDQ866HQDWRU
0LFKDHO'&UDSR,GDKR5HSXEOLFDQVKDYHDOVRZRQHYHU\JXEHU
QDWRULDO UDFH VLQFH 7KH ODVW WLPH D'HPRFUDWZRQ ,GDKR¶V
SUHVLGHQWLDOHOHFWRUDOYRWHVZDVLQIRULQFXPEHQW'HPRFUDWLF
3UHVLGHQW/\QGRQ%-RKQVRQ
8QOLNH&RORUDGRZLWK'HQYHU,GDKRODFNVDPDMRULQGXVWULDOFLW\
ZLWKODUJHXUEDQ'HPRFUDWSRSXODWLRQV7KHODUJHVWFRXQW\LQ,GDKR
LV$GDZKLFKFRQWDLQV%RLVHLWVVXEXUEVDQGDSRSXODWLRQRIRQO\
DERXWDFFRUGLQJWRWKH86&HQVXV$OORWKHUFLWLHV
LQ,GDKRKDGOHVVWKDQUHVLGHQWVHDFKLQ
$OWKRXJKWKHUHLVQRVLQJOHPDMRUPHWURSROLVLQ,GDKRDVLQPXFK
RIWKH5RFN\0RXQWDLQ:HVWWKHPDMRULW\RI,GDKRUHVLGHQWVOLYH
LQXUEDQL]HGDUHDV%\FRXQW\,GDKRLVVWURQJO\5HSXEOLFDQ,QWKH
DQGSUHVLGHQWLDOHOHFWLRQVWKH'HPRFUDWVZRQRQO\RQH
RI,GDKR¶VFRXQWLHV%ODLQH&RXQW\ZKLFKFRQWDLQVWKHXSVFDOH
6XQ9DOOH\UHVRUW$PRQJWKHRWKHUFRXQWLHVYRWLQJ5HSXEOLFDQLQ
VPDOO0DGLVRQ&RXQW\YRWHGSHUFHQW5HSXEOLFDQ
+RZHYHUWKHUHUHPDLQVDJOLPPHURIKRSHIRU'HPRFUDWVLQ,GDKR
$V)UDQN&KXUFKDQG&HFLO$QGUXVGHPRQVWUDWHGKLJKO\TXDOL¿HG
'HPRFUDWLFFDQGLGDWHVFDQZLQDQGWKHQXVHWKHSRZHUVRILQFXP
EHQF\WRVWD\LQRI¿FH7KHOLNHOLKRRGRID'HPRFUDWLFFDQGLGDWH
IRU86SUHVLGHQWZLQQLQJ,GDKR¶VHOHFWRUDOYRWHVKRZHYHULVUH
PRWH
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0RQWDQD
0RQWDQD¶V VPDOO SRSXODWLRQ TXDOL¿HV LW IRU RQO\ RQHPHPEHU RI
WKH86+RXVHRI5HSUHVHQWDWLYHVDQG WKUHHHOHFWRUDOYRWHV$O
WKRXJK0RQWDQDFRQWDLQVYDVWDUHDVRIUHODWLYHO\HPSW\WHUULWRU\
PRUHWKDQSHUFHQWRIWKHVWDWH¶VSRSXODWLRQUHVLGHVLQWKHQLQH
FRXQWLHVWKDWFRQWDLQRUDUHQHDUVHYHQVPDOOFLWLHV7KHPDMRULW\RI
0RQWDQDQVOLYHLQXUEDQOLYHVEXWGRVRLQUHODWLYHO\VPDOOFLWLHV
0RQWDQDKDVD\HDUVWDWHZLGHYRWLQJDYHUDJHRISHUFHQW
5HSXEOLFDQPDNLQJLWIRXUWKLQWKHUHJLRQDIWHU1HYDGD&RORUDGR
DQG1HZ0H[LFRLQLWVWHQGHQF\WRYRWH'HPRFUDWLF0RQWDQDKDV
DORQJKLVWRU\RIVXSSRUWLQJ'HPRFUDWV,QWKH\HDUVWDWH
ZLGHYRWLQJDYHUDJHZDVSHUFHQW'HPRFUDWLFVHFRQGRQO\WR
1HYDGDSHUFHQW'HPRFUDWLFLQWKH5RFN\0RXQWDLQ:HVWDW
WKDWWLPH/LNHRWKHUVWDWHVLQWKHUHJLRQ0RQWDQDVWHDGLO\VKLIWHG
WRZDUGWKH5HSXEOLFDQVIURPWRJLYLQJWKDWSDUW\D
SRLQWJDLQFRPSDUDEOHWRWKHUHJLRQZLGHDYHUDJHVKLIWRISRLQWV
5HSXEOLFDQ
0RQWDQDQVHOHFWHG0LNH0DQV¿HOGDV86VHQDWRULQ0DQ
V¿HOGURVHWREHFRPH6HQDWH0DMRULW\/HDGHUIURPWR
DQG LVPRVW IDPRXV IRUPDLQWDLQLQJ FLYLOLW\ LQ WKH 6HQDWHZKHQ
QRUWKHUQ OLEHUDOVEURNHVRXWKHUQ¿OLEXVWHUVDQGHQDFWHG WKH&LYLO
5LJKWV$FWRIDQGWKH9RWLQJ5LJKWV$FWRI
$VZLWKDOOWKH5RFN\0RXQWDLQVWDWHV0RQWDQDYRWHVVWURQJO\5H
SXEOLFDQIRU86SUHVLGHQWEXW'HPRFUDWLFFDQGLGDWHVKDYHZRQ
WKH VWDWHJRYHUQRUVKLS DQG866HQDWH VHDWV ,Q'HPRFUDW
%ULDQ6FKZHLW]HUZDVHOHFWHGJRYHUQRUZKLOHLQ0RQWDQDQV
QDUURZO\HOHFWHGDVHFRQG'HPRFUDWLF866HQDWRUWRMRLQLQFXP
EHQW'HPRFUDW6HQDWRU0D[%DXFXVLQ:DVKLQJWRQ
7KHPRVWSRSXORXVFRXQW\LQ0RQWDQDLV<HOORZVWRQH&RXQW\FRQ
WDLQLQJWKHFLW\RI%LOOLQJV$OWKRXJKSRSXORXVE\0RQWDQDVWDQ
GDUGV<HOORZVWRQH&RXQW\RQO\FDVWSHUFHQWRIWKHVWDWHZLGH
YRWHLQWKHSUHVLGHQWLDOHOHFWLRQ%HFDXVHLWLQFOXGHVERWKWKH
FLW\RI%LOOLQJVDQGLWVVXUURXQGLQJVXEXUEV<HOORZVWRQH&RXQW\
YRWHV5HSXEOLFDQ LQ SUHVLGHQWLDO HOHFWLRQV DQG*HRUJH:%XVK
FDSWXUHGSHUFHQWRIWKHYRWHLQ
'HPRFUDWLFVWUHQJWKLVFHQWHUHGLQ%XWWHLQ6LOYHU%RZ&RXQW\WKH
RQO\SRSXORXVFRXQW\ LQ0RQWDQD WRYRWH IRU'HPRFUDW
$O*RUHLQWKHSUHVLGHQWLDOHOHFWLRQ2QO\IRXURWKHUFRXQWLHV
%LJ+RUQ'HHU/RGJH*ODFLHUDQG5RRVHYHOWYRWHGIRU*RUHLQ

)RUWKH5HSXEOLFDQV<HOORZVWRQH&RXQW\%LOOLQJVDQG)ODWKHDG
&RXQW\ .DOLVSHOO KDYH SURGXFHG ODUJH YRWH PDUJLQV RYHU WKH
'HPRFUDWV*HRUJH%XVKKDGPDUJLQV RI  LQ<HOORZVWRQH
&RXQW\ LQ  DQG  LQ  DQG RI  LQ )ODWKHDG
&RXQW\LQDQGLQ
<HOORZVWRQH &RXQW\ %LOOLQJV DQG )ODWKHDG &RXQW\ .DOLVSHOO
DUHWKHRQO\WZRFRXQWLHVLQ0RQWDQDWKDWSURGXFHGYRWHPDUJLQV
IRU WKH 5HSXEOLFDQV LQ H[FHVV RI  YRWHV 7KH 'HPRFUDWV¶
EHVWSURVSHFWLV6LOYHU%RZ&RXQW\%XWWHEXWLWRQO\SURGXFHG
D'HPRFUDWLFYRWHPDUJLQLQZKLFKJUHZWRD
'HPRFUDWLFYRWHPDUJLQ LQ0LVVRXOD&RXQW\ZDV WKHRQO\
FRXQW\ LQ0RQWDQD WKDW YRWHG5HSXEOLFDQ LQ  D 5H
SXEOLFDQYRWHPDUJLQEXW'HPRFUDWLF D'HPRFUDWLFYRWH
PDUJLQLQ7KDWVKLIWRIYRWHVIURPWKH5HSXEOLFDQVWR
WKH'HPRFUDWVLQ0LVVRXOD&RXQW\0LVVRXODZDVWKHODUJHVW5H
SXEOLFDQWR'HPRFUDWLFVKLIWIRUDQ\FRXQW\LQ0RQWDQDEHWZHHQ
DQG
/HZLVDQG&ODUN&RXQW\+HOHQDYRWHG5HSXEOLFDQLQERWK
DQGEXWWKH5HSXEOLFDQYRWHPDUJLQGURSSHGIURPLQ
WRLQ,Q*DOODWLQ&RXQW\%R]HPDQ%XVKZRQ
LQ ERWK  DQG  EXW KLV YRWHPDUJLQ RYHU*RUH LQ 
GURSSHGE\YRWHVZKHQKHIDFHG.HUU\LQ
,I 'HPRFUDWV LQ0RQWDQD FDQ VROLGLI\ WKHLU SDVW VWURQJ VXSSRUW
LQ6LOYHU%RZ%XWWHDQG0LVVRXOD0LVVRXODFRXQWLHVDQGFDQ
FRQWLQXHWRPDNHJDLQVLQ/HZLVDQG&ODUN+HOHQDDQG*DOODWLQ
%R]HPDQFRXQWLHVWKHQWKHSDUW\PD\EHDEOHWRZLQPRUHHOHF
WLRQVLQWKHVWDWH0RQWDQDLVDSRVVLEOHWDUJHWIRUWKH'HPRFUDWLF
SUHVLGHQWLDOQRPLQHHLQEXWOLNHO\RQO\LIWKHQRPLQHHLVD
PRGHUDWHFDQGLGDWHZKRFDQDSSHDO WR0RQWDQD¶VPLGGOHRIWKH
URDGYRWHUV
1HYDGD
$VGHVFULEHGLQ7DEOHDERYH1HYDGDKDVEHHQWKHPRVW'HPR
FUDWLFRIWKHHLJKW5RFN\0RXQWDLQVWDWHVIRUDERXWWKUHHGHFDGHV
:KLOHLWWRRKDVVHHQVKLIWVWRZDUGWKH5HSXEOLFDQVWKLVSRLQW
VKLIWLQWKH\HDUVWDWHZLGHYRWLQJDYHUDJHIURPWRLV
VOLJKWO\OHVVWKDQWKHRYHUDOOSRLQWVKLIWRIDOOHLJKW5RFN\0RXQ
WDLQVWDWHV
1HYDGDSUHVLGHQWLDO HOHFWRUDO YRWHV KDYHEHHQXS IRU JUDEVRYHU
WKHSDVW\HDUV'HPRFUDW-RKQ).HQQHG\EHVWHG5HSXEOLFDQ
5LFKDUG1L[RQ LQ1HYDGD LQ WKH  SUHVLGHQWLDO HOHFWLRQ RQH
RIWKHFORVHVWLQ86KLVWRU\,QDQRWKHUFORVHHOHFWLRQHLJKW\HDUV
ODWHUKRZHYHU1HYDGDVXSSRUWHG5HSXEOLFDQ1L[RQRYHU'HPR
FUDWLFFDQGLGDWH+XEHUW++XPSKUH\,Q1HYDGDYRWHGIRU
LQFXPEHQW5HSXEOLFDQ3UHVLGHQW*HUDOG5)RUGRYHU'HPRFUDWLF
FKDOOHQJHU-LPP\&DUWHU,QDQGWKRXJK1HYDGDWZLFH
YRWHG IRU'HPRFUDW%LOO&OLQWRQ<HW LQ WKH ODVW WZRSUHVLGHQWLDO
HOHFWLRQV1HYDGDYRWHGIRU*HRUJH:%XVK7KH5HSXEOLFDQPDU
JLQRIYLFWRU\ZDVH[FHSWLRQDOO\FORVHLQHDFKHOHFWLRQZLWK%XVK
ZLQQLQJSHUFHQWRIWKHWZRSDUW\YRWHLQDQGSHU
FHQWLQ7KHVHIDFWRUVPDNH1HYDGDWKH'HPRFUDWLF3DUW\¶V
EHVWFKDQFHIRUSUHVLGHQWLDOHOHFWRUDOYRWHVLQWKH5RFN\0RXQWDLQ
:HVWLQ
$W WKH FRXQW\ OHYHO 1HYDGD LQ VRPH ZD\V UHVHPEOHV$UL]RQD
:KLOHYRWLQJLQ$UL]RQDLVGRPLQDWHGE\0DULFRSD&RXQW\3KRH
QL[DQGLWV5HSXEOLFDQGRPLQDQFHYRWLQJLQ1HYDGDLVGRPLQDWHG
E\&ODUN&RXQW\/DV9HJDVZKLFKVWURQJO\VXSSRUWV'HPRFUDWV
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
&ODUN&RXQW\LVODUJHLQERWKDUHDDQGSRSXODWLRQHQFRPSDVVLQJ
WKH VRXWKHUQ ³SRLQW´ RI1HYDGD DQG WKH FLWLHV RI/DV9HJDV DQG
+HQGHUVRQDQGWKHLUVXEXUEV7KH86&HQVXVSODFHGPRUH
WKDQPLOOLRQRI1HYDGD¶VDOPRVWPLOOLRQUHVLGHQWVLQ
&ODUN&RXQW\DQGWKHFRXQW\FRQWLQXHVWRJURZWKUDSLGO\
7KHNH\TXHVWLRQ LV ³&DQ'HPRFUDWV DFFUXH ODUJH HQRXJKPDU
JLQVLQ&ODUN&RXQW\WRRIIVHW5HSXEOLFDQYRWHVLQWKHUHPDLQGHU
RIWKHVWDWH"´,QWKHSUHVLGHQWLDOHOHFWLRQ-RKQ.HUU\KHOGD
 YRWHPDUJLQ RYHU LQFXPEHQW 3UHVLGHQW*HRUJH:%XVK
$OORI1HYDGD¶VRWKHUFRXQWLHVYRWHGIRU%XVKKRZHYHUDQG
WKRVHFRPELQHGWDOOLHVHQDEOHG%XVKWRHNHRXWDQDUURZYLFWRU\
VWDWHZLGH/LNH&RORUDGRZLWKWKH'HPRFUDWLF'HQYHUPHWURSROL
WDQDUHDYHUVXVD5HSXEOLFDQUHPDLQGHURI WKHVWDWH1HYDGDKDV
WKH'HPRFUDWLF/DV9HJDVPHWURSROLWDQDUHDYHUVXVD5HSXEOLFDQ
UHPDLQGHURIWKHVWDWH
,QWKHSUHVLGHQWLDOHOHFWLRQWKH5HSXEOLFDQFHQWHURIVWUHQJWK
ZDV1HYDGD¶VRWKHUPDMRUSRSXODWLRQDUHDWKH5HQRDUHD:DVKRH
&RXQW\5HQR&DUVRQ&LW\&RXQW\&DUVRQ&LW\'RXJODV&RXQ
W\ /DNH7DKRH DQG /\RQ DQG 6WRUH\ FRXQWLHV HDVWHUQ H[XUEV
RI5HQR DQG&DUVRQ&LW\ DUH ORFDWHG LQ WKH JUHDWHU5HQR DUHD
7KH86&HQVXV UHSRUWHGSHRSOHRUSHUFHQW
RI 1HYDGD¶V WRWDO SRSXODWLRQ OLYLQJ LQ WKHVH DUHDV ,Q WKH
SUHVLGHQWLDO HOHFWLRQ WKHVH ¿YH FRXQWLHV SURGXFHG D 5HSXEOLFDQ
YRWHPDUJLQRIYRWHVDOPRVWHQRXJKWRPDWFKWKH
'HPRFUDWLFYRWHPDUJLQLQ&ODUN&RXQW\/DV9HJDV
,IWKHSRSXODWLRQRIWKH¿YHFRXQWLHVWKDWFRPSULVHWKH5HQRDUHD
DUHFRPELQHGZLWKWKHSRSXODWLRQRI&ODUN&RXQW\/DV9HJDVWKH
WRWDOFRQVWLWXWHVSHUFHQWRI1HYDGD¶VSRSXODWLRQ(YHQPRUH
WKDQ0DULFRSD&RXQW\3KRHQL[DQG3LPD&RXQW\7XFVRQGRPL
QDWH$UL]RQDYRWLQJ&ODUN&RXQW\/DV9HJDVDQGWKH¿YHFRXQ
WLHVLQWKH5HQRDUHDGRPLQDWH1HYDGDYRWLQJ
2XWVLGHWKH5HQRDUHDRQHRWKHUFRXQW\SURGXFHVVLJQL¿FDQWYRWH
PDUJLQVIRUWKH5HSXEOLFDQ3DUW\(ONR&RXQW\LQQRUWKHDVWHUQ1H
YDGDFRQWDLQVWKHFLW\RI(ONRDQGYRWHGSHUFHQWIRU*HRUJH
:%XVKLQIRUDPDUJLQRIYRWHV²WKHKLJKHVW5HSXE
OLFDQYRWHPDUJLQIRUDQ\FRXQW\LQ1HYDGDLQWKDWUDFH
)RU'HPRFUDWVRQHEULJKW VSRW IURP WKHSUHVLGHQWLDOHOHF
WLRQWRWKHHOHFWLRQZDVWKHGHFOLQHE\QHDUO\KDOILQWKH5H
SXEOLFDQYRWHPDUJLQLQ:DVKRH&RXQW\5HQR:KLOH*HRUJH:
%XVKKDGDQYRWHPDUJLQRYHU$O*RUHLQ:DVKRH&RXQW\
LQ%XVK¶VPDUJLQGURSSHGWRLQ
,I WKH'HPRFUDWV LQ1HYDGDFDQPDLQWDLQ WKHLU VWURQJ
KROGRI&ODUN&RXQW\/DV9HJDVDQGFRQWLQXHWRPDNH
JDLQV LQ:DVKRH&RXQW\ 5HQR WKHSDUW\PD\KDYHD
PRUHSURPLVLQJIXWXUHLQ1HYDGD'HVSLWHLWVSHUFHQW
GULIWWRZDUGWKH5HSXEOLFDQVIURPWR1HYDGD
UHPDLQVWKHEHVWSODFHLQWKH5RFNLHVIRU'HPRFUDWVWR
ORRNIRUHOHFWRUDOYLFWRULHV
1HZ0H[LFR
1HZ0H[LFRLVQLFNQDPHG³7KH/DQG2I(QFKDQWPHQW´
EXW WR WKH YRWLQJ EHKDYLRU DQDO\VW LW PLJKW EHWWHU E\
VW\OHG³7KH/DQG2I&RQWUDVW´1HZ0H[LFRKDVVHYHQ
FRXQWLHVWKDWYRWHGPRUHWKDQSHUFHQW'HPRFUDWLFLQ
WKHSUHVLGHQWLDOHOHFWLRQ+RZHYHU LW DOVRKDV
FRXQWLHVWKDWYRWHGPRUHWKDQSHUFHQW5HSXEOLFDQLQ
WKHVDPHHOHFWLRQ,WLVXQXVXDOWR¿QGDVWDWHLQWKH5RFN\0RXQ
WDLQUHJLRQZLWKVXFKVWURQJVXSSRUWIRUERWKPDMRUSROLWLFDOSDU
WLHV,QPRVWRIWKHRWKHU5RFN\0RXQWDLQVWDWHVRQO\WKH5HSXE
OLFDQVFDQERDVWDVLJQL¿FDQWQXPEHURIFRXQWLHVYRWLQJPRUHWKDQ
SHUFHQWIRUWKHLUSDUW\LQDSUHVLGHQWLDOHOHFWLRQ,QFRQWUDVWWR
RWKHUVWDWHVLQWKHUHJLRQ1HZ0H[LFRDOVRKDVDQXPEHURIOHVV
SRSXODWHGUXUDOFRXQWLHVWKDWYRWHVWURQJO\'HPRFUDWLF
3ROLWLFDOREVHUYHUVDOVRORRNWR1HZ0H[LFRIRULWVVWURQJUHFRUGRI
YRWLQJIRUWKHZLQQHURIWKHSRSXODUYRWHLQSUHVLGHQWLDOHOHFWLRQV
)URPZKHQLWYRWHGIRUQDWLRQDOZLQQHU'HPRFUDW+DUU\7UX
PDQWRZKHQLWQDUURZO\VLGHGZLWKQDWLRQDOZLQQHU*HRUJH
:%XVK1HZ0H[LFRKDVPLVVHGYRWLQJIRUWKHSRSXODUSUHVLGHQ
WLDOZLQQHURQO\RQFH7KDWRQHWLPHZDVLQDFORVHQDWLRQDO
UDFHLQZKLFK1HZ0H[LFRYRWHGIRULQFXPEHQW5HSXEOLFDQ3UHVL
GHQW*HUDOG5)RUGEXW'HPRFUDW-LPP\&DUWHUZRQWKHQDWLRQDO
SRSXODUYRWHDQGWKHHOHFWRUDOYRWH
1RWHWKDW1HZ0H[LFR¶VVWURQJUHFRUGRIYRWLQJIRUWKHZLQQLQJ
SUHVLGHQWLDOFDQGLGDWHDSSOLHVRQO\WRWKHSRSXODUYRWHZLQQHUQRW
WRWKH(OHFWRUDO&ROOHJHZLQQHU,QWKHKRWO\FRQWHVWHGSUHVLGHQWLDO
HOHFWLRQRI1HZ0H[LFRYRWHGIRU'HPRFUDWLFFDQGLGDWH$O
*RUHE\DPHUHYRWHVDPDUJLQRIOHVVWKDQRQHWHQWKRIRQH
SHUFHQWRIWKHYRWH'HPRFUDW*RUHZRQWKHSRSXODUYRWHLQWKDW
HOHFWLRQEXWORVWWKH(OHFWRUDO&ROOHJHYRWHDQGWKHSUHVLGHQF\WR
5HSXEOLFDQFDQGLGDWH*HRUJH:%XVK
,Q1HZ0H[LFRKDGD\HDUVWDWHZLGHYRWLQJDYHUDJHRI
SHUFHQW'HPRFUDWLF%\WKDWDYHUDJHKDGVKLIWHGRQO\
SRLQWVLQD5HSXEOLFDQGLUHFWLRQ*LYHQWKLVQHDUEDODQFHEH
WZHHQWKHPDMRUSDUWLHV1HZ0H[LFRLVFRQVLGHUHGXSIRUJUDEV
LQSUHVLGHQWLDOHOHFWLRQVDVZHOODVJXEHUQDWRULDODQG866HQDWRU
UDFHV5HSXEOLFDQVDQG'HPRFUDWVKDYHVKDUHG WKH1HZ0H[LFR
JRYHUQRUVKLS IDLUO\ HTXDOO\ LQ UHFHQW GHFDGHV 5HSXEOLFDQ *DU\
-RKQVRQZDVHOHFWHG1HZ0H[LFRJRYHUQRULQDQGUHHOHFWHG
LQ,QWKH'HPRFUDWVZRQWKHJRYHUQRUVKLSZLWK%LOO
5LFKDUGVRQZKRZDV HDVLO\ UHHOHFWHG LQDQGSURPSWO\ DQ
QRXQFHGKLVFDQGLGDF\IRUSUHVLGHQWLQ
,QWKH866HQDWH1HZ0H[LFRYRWHUVKDYHUHFHQWO\EHHQUHWXUQ
LQJDSRSXODU5HSXEOLFDQ6HQDWRU3HWH9'RPHQLFLWR:DVKLQJ
WRQMXVWDVWKH\KDYHSRSXODU'HPRFUDWLF6HQDWRU-HII%LQJDPDQ
5HSXEOLFDQ'RPHQLFL¿UVWHOHFWHGWRWKH866HQDWHLQLV
RQHRIWKHPRVWSRSXODU5HSXEOLFDQVLQ1HZ0H[LFDQKLVWRU\DQG
KDVEHHQ UHHOHFWHG WR WKH866HQDWH¿YH WLPHV'HPRFUDW%LQ
JDPDQKDVDOPRVWDVLPSUHVVLYHDUHFRUG+HZDV¿UVWHOHFWHGWR
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
*RY%LOO5LFKDUGVRQ DGGUHVVLQJWKH
6WDWHRIWKH5RFNLHV&RQIHUHQFH
WKH86 6HQDWH LQ  DQG KDV EHHQ UH
HOHFWHGIRXUWLPHV
$WWKHFRXQW\OHYHOSHUFHQWRIWKHYRW
LQJSRSXODWLRQ UHVLGHV LQRQO\ WKUHH FRXQ
WLHV7KHODUJHVWLV%HUQDOLOOR&RXQW\ZKLFK
FRQWDLQVWKHFHQWUDOFLW\DQGLQQHUVXEXUEV
RI$OEXTXHUTXH WKHPRVWSRSXORXVFLW\LQ
1HZ0H[LFR1H[WLQVL]HLVDGMDFHQW6DQWD
)H&RXQW\ZKLFK FRPSULVHV WKH 6DQWD )H
PHWURSROLWDQDUHD7KHWKLUGFHQWHURIYRW
LQJ VWUHQJWK LV 'RQD $QD &RXQW\ ZKLFK
LQFOXGHVWKHFLW\RI/DV&UXFHVDQGWKHSRU
WLRQRI1HZ0H[LFRFORVHVWWR(O3DVR7H[
DV'RQD$QD&RXQW\ DOWKRXJKPXFK OHVV
ZHOONQRZQFDVWVDOPRVWDVPDQ\YRWHVDV
6DQWD)H&RXQW\
,QWKHSUHVLGHQWLDOHOHFWLRQ%HUQDOLOOR
6DQWD)H DQG'RQD$QDFRXQWLHV FDVW SHUFHQWRI WKHYRWH LQ
1HZ0H[LFRDQGDOVRZHUHFHQWHUVRI'HPRFUDWLFVWUHQJWK6DQWD
)H&RXQW\GHOLYHUHGD'HPRFUDWLFYRWHPDUJLQRIYRWHVWR
$O*RUHZKLOH%HUQDOLOOR&RXQW\ $OEXTXHUTXH DQG'RQD$QD
&RXQW\/DV&UXFHVDGGHG'HPRFUDWLFYRWHPDUJLQVRIDQG
UHVSHFWLYHO\
$ QXPEHU RI VPDOO UXUDO FRXQWLHV DOVR YRWHG'HPRFUDWLF LQ WKH
SUHVLGHQWLDOHOHFWLRQ3ULQFLSDODPRQJWKHVHZDV7DRV&RXQW\
7DRV&LW\DQG7DRV3XHEORZKLFKSURYLGHGWKH'HPRFUDWVZLWK
DYRWHPDUJLQGHVSLWHLWVUHODWLYHO\VPDOOSRSXODWLRQ2WKHU
FRXQWLHVLQWKH'HPRFUDWLFFROXPQLQWKHSUHVLGHQWLDOHOHF
WLRQZHUH&LEROD*UDQW*XDGDOXSH0F.LQOH\0RUD5LR$UULED
6DQ0LJXHO DQG 6RFRUUR FRXQWLHV DOO RI ZKLFK KDYH UHODWLYHO\
VPDOOSRSXODWLRQVLQUXUDODQGVPDOOWRZQDUHDV
%HFDXVH%HUQDOLOOR&RXQW\ LQFOXGHV WKHFLW\RI$OEXTXHUTXHDQG
LWVVXEXUEVLWLVQRWH[FOXVLYHO\'HPRFUDWLFLQLWVYRWLQJEHKDYLRU
5HSXEOLFDQVFDQZLQHOHFWLRQVLQ1HZ0H[LFRE\XVLQJVXEXUEDQ
YRWHVWRFXWLQWR'HPRFUDWLFPDUJLQVLQ%HUQDOLOOR&RXQW\DQGE\
GRLQJZHOOLQWKHPRUHUXUDODUHDVWRZLQWKHVWDWH3RSXODU5HSXE
OLFDQFDQGLGDWHVLQ1HZ0H[LFRRIWHQFDUU\%HUQDOLOOR&RXQW\RQ
WKHLUZD\WRVWDWHZLGHYLFWRU\
*RRGQHZVIRU'HPRFUDWVLQ1HZ0H[LFRLVWKDW%HUQDOLOOR&RXQW\
YRWHGPRUHVWURQJO\IRU'HPRFUDW-RKQ.HUU\LQWKHSUHVLGHQ
WLDOHOHFWLRQWKDQLWGLGIRU$O*RUHLQ7KH'HPRFUDWLFYRWH
PDUJLQRILQ%HUQDOLOOR&RXQW\LQPRUHWKDQGRXEOHG
WRLQ
5HSXEOLFDQYRWLQJVWUHQJWKLQ1HZ0H[LFRLVIRXQGLQDQXPEHU
RI OHVVSRSXORXV UXUDO FRXQWLHV VFDWWHUHG DURXQG WKH VWDWH )RUH
PRVWDPRQJWKHVHLV6DQ-XDQ&RXQW\ZKLFKLVLQWKHQRUWKZHVW
FRUQHURI1HZ0H[LFRDQGFRQWDLQV WKHFLW\RI)DUPLQJWRQ6DQ
-XDQ&RXQW\KDGD5HSXEOLFDQYRWHPDUJLQRILQWKH
SUHVLGHQWLDOUDFHZKLFKLQFUHDVHGWRLQ
7KHVHFRQGPRVW5HSXEOLFDQFRXQW\LQ1HZ0H[LFRLV/HD&RXQ
W\+REEV ORFDWHGLQWKHVRXWKHDVWFRUQHURI WKHVWDWHDORQJWKH
7H[DVERUGHULQDQDUHDNQRZQDV³/LWWOH7H[DV´/HD&RXQW\JDYH
*HRUJH:%XVKDYRWHDGYDQWDJH LQDQGXSSHG WKDW
VXEVWDQWLDOO\WRD5HSXEOLFDQYRWHPDUJLQLQ
2WKHUVPDOOUXUDOFRXQWLHVWKDWSURGXFHG5HSXEOLFDQYRWHPDUJLQV
RIPRUHWKDQYRWHVLQERWKWKHDQG
SUHVLGHQWLDOHOHFWLRQVZHUH&KDYHV5R
VZHOO&XUU\&ORYLV(GG\&DUOVEDG/LQ
FROQ2WHUR $ODPRJRUGR5RRVHYHOW6LHUUD
DQG7RUUDQFHFRXQWLHVDOOORFDWHGLQVRXWKHUQ
DQGVRXWKHDVWHUQ1HZ0H[LFR,QHYHU\RQHRI
WKHVHFRXQWLHV*HRUJH:%XVK¶VYRWHPDUJLQV
LQFUHDVHGIURPWR
7KH JHQHUDO WUHQG LQ 1HZ0H[LFR LV IRU LQ
FUHDVHG 'HPRFUDWLF YRWLQJ LQ WKH $OEXTXHU
TXH±6DQWD)HFRUULGRU DQG IRU FRQWLQXHG5H
SXEOLFDQ GRPLQDQFH LQ WKH UHPDLQGHU RI WKH
VWDWH7KLV'HPRFUDWLF$OEXTXHUTXH±6DQWD)H
YHUVXVRWKHU5HSXEOLFDQSDUWVRIWKHVWDWHJLYHV
1HZ0H[LFRDQDOPRVWHYHQEDODQFHEHWZHHQ
WKHWZRPDMRUSROLWLFDOSDUWLHVDQGLWVOHJHQG
DU\DELOLW\WR³VZLQJ´ZLWKWKHQDWLRQDOZLQQHU
1HZ 0H[LFR KDV ORQJ EHHQ D ³EDWWOHJURXQG
VWDWH´DVWDWXVWKDWVKRXOGFRQWLQXHLQWKHIXWXUH
8WDK
8WDK LV RQH RI WKHPRVW5HSXEOLFDQ VWDWHV LQ WKH8QLWHG 6WDWHV
)URP  WR  LWV VWDWHZLGH YRWLQJ DYHUDJHZDV  SHU
FHQW5HSXEOLFDQSRLQWVKLJKHUWKDQWKHVHFRQGPRVW5HSXEOLFDQ
5RFN\0RXQWDLQVWDWH,GDKRDQGDOVRH[FHHGLQJ0LVVLVVLSSLWKH
PRVW5HSXEOLFDQRI WKH VRXWKHUQ VWDWHV8WDKZDVQRWDOZD\V VR
5HSXEOLFDQ)URPWR8WDKKDGDQHDUO\SHUIHFWEDODQFH
EHWZHHQWKHWZRPDMRUSROLWLFDOSDUWLHVRISHUFHQW'HPRFUDW
LF)URP WR8WDK¶V\HDU VWDWHZLGHYRWLQJDYHUDJH
PRYHGSRLQWVLQIDYRURIWKH5HSXEOLFDQV2QO\VRXWKHUQVWDWHV
VXFKDV0LVVLVVLSSL SRLQWV5HSXEOLFDQDQG$ODEDPD
SRLQWV5HSXEOLFDQPDGHVXFKGUDPDWLFVKLIWVEHWZHHQDQG

7KH5HSXEOLFDQVKDYHORQJGRPLQDWHGLQ8WDKDWWKHSUHVLGHQWLDO
OHYHO7KH ODVW WLPH8WDKDQVYRWHG'HPRFUDWLF LQDFORVHO\FRQ
WHVWHGSUHVLGHQWLDOHOHFWLRQZDVLQIRU3UHVLGHQW+DUU\67UX
PDQRYHU5HSXEOLFDQFKDOOHQJHU7KRPDV('HZH\,QWKHHQVXLQJ
\HDUVWKHRQO\RWKHUWLPH8WDKYRWHG'HPRFUDWLFIRUSUHVLGHQW
ZDV LQ ZKHQ LQFXPEHQW'HPRFUDWLF 3UHVLGHQW /\QGRQ%
-RKQVRQURXWHG5HSXEOLFDQ866HQDWRU%DUU\*ROGZDWHU,QWKH
SUHVLGHQWLDOHOHFWLRQ*HRUJH:%XVKGHIHDWHG-RKQ.HUU\LQ
8WDKZLWKDWKXPSLQJSHUFHQWRIWKHYRWH
7KH EULJKW VSRW IRU 8WDK 'HPRFUDWV XVHG WR EH WKH JRYHUQRU
VKLS )URP  WR  WZR 'HPRFUDWV &DOYLQ / 5DPSWRQ
±DQG6FRWW00DWKHVRQ ±RFFXSLHG WKH
JRYHUQRU¶VRI¿FH6LQFHKRZHYHU5HSXEOLFDQVKDYHRFFX
SLHG8WDKJRYHUQRU¶VFKDLUDOOHOHFWHGE\FRPIRUWDEOHPDMRULWLHVLQ
H[FHVVRISHUFHQWRUPRUH5HSXEOLFDQ7KHFXUUHQW5HSXEOLFDQ
JRYHUQRU-RKQ+XQWVPDQ-UZRQZLWKSHUFHQWRIWKHYRWH
,QWKH866HQDWHWKHPRVWUHFHQW'HPRFUDWLF86VHQDWRUIURP
8WDKZDV)UDQN0RVVZKROHIWRI¿FHLQ
8WDK UHVHPEOHV&RORUDGR LQ WKDW WKH YDVWPDMRULW\ RI WKH VWDWH¶V
SRSXODWLRQLVORFDWHGLQDQXUEDQL]HGVWULSUXQQLQJDORQJWKHIRRW
RIDORQJQRUWKWRVRXWKPRXQWDLQUDQJH,QWKHSUHVLGHQWLDO
HOHFWLRQSHUFHQWRIWKHYRWHLQ8WDKZDVFDVWLQWKLVFRUULGRU
UXQQLQJIURP3URYRLQWKHVRXWKWR2JGHQ%ULJKDP&LW\DQG/R
JDQLQWKHQRUWKDQGVSDQQLQJWKHFRXQWLHVRI8WDK3URYR6DOW
/DNH6DOW/DNH&LW\'DYLV)DUPLQJWRQ:HEHU2JGHQ%R[
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
(OGHU%ULJKDP&LW\DQG&DFKH/RJDQ
'HPRFUDWVDUHPRUHOLNHO\LQWKH3URYRWR/RJDQXUEDQL]HGVWULS
ZKHUHFLW\'HPRFUDWLFYRWHVDUHFRXQWHUEDODQFHGE\VXEXUEDQ5H
SXEOLFDQYRWHV+RZHYHUHYHQ6DOW/DNH&RXQW\ZKLFKFRQWDLQV
6DOW/DNH&LW\WKHODUJHVWPHWURSROLVLQWKHVWDWHYRWHGSHU
FHQWIRU*HRUJH:%XVKLQ7KHUHVWRIWKHFRXQWLHVLQWKH
3URYRWR/RJDQVWULSZHUHHYHQPRUH5HSXEOLFDQLQDQGDOO
RI WKHFRUULGRUFRXQWLHV LQFUHDVHG WKHLU5HSXEOLFDQYRWHPDUJLQV
IURPWR,Q*DU¿HOG&RXQW\LQVRXWKFHQWUDO8WDK
SHUFHQWRIYRWHUVYRWHG5HSXEOLFDQLQWKHSUHVLGHQWLDOHOHF
WLRQ
)RUWKH'HPRFUDWVWKHVWURQJHVWFRXQW\LV&DUERQ3ULFHORFDWHG
DFURVVWKHPRXQWDLQVWRWKHHDVWRI3URYR6WLOOWKLVUDLOURDGLQJDQG
PLQLQJFHQWHUYRWHGSHUFHQWIRU*HRUJH:%XVK7KH5HSXE
OLFDQYRWHPDUJLQRIRQO\YRWHVLQ&DUERQ&RXQW\3ULFHLQ
LQFUHDVHGWRLQ'HPRFUDWVFDQKRSHWRFDUU\WKLV
VWURQJO\5HSXEOLFDQVWDWHRQO\LQWKHFDVHRIDQDWLRQDO'HPRFUDWLF
SUHVLGHQWLDOODQGVOLGH
:\RPLQJ
,Q:\RPLQJZDV WKHPRVW5HSXEOLFDQRI WKHHLJKW5RFN\
0RXQWDLQVWDWHVZLWKD\HDUVWDWHZLGHYRWLQJDYHUDJHRI
SHUFHQW5HSXEOLFDQ%\ WKLVDYHUDJHKDGLQFUHDVHGWR
SHUFHQW5HSXEOLFDQ<HW ODUJH5HSXEOLFDQJDLQV LQRWKHU5RFNLHV
VWDWHVKDYHQRZSODFHG:\RPLQJDVWKHIRXUWK³PRVW5HSXEOLFDQ
VWDWH´LQWKH5RFNLHV
$V LQDQXPEHURIRWKHU5RFN\0RXQWDLQVWDWHV WKH ODVW'HPR
FUDWWRZLQ:\RPLQJLQDSUHVLGHQWLDOHOHFWLRQZDV/\QGRQ-RKQ
VRQRYHU%DUU\*ROGZDWHULQ+RZHYHUDVLQRWKHU5RFNLHV
VWDWHV'HPRFUDWVKDYHHQMR\HGHOHFWRUDOVXFFHVV LQ:\RPLQJLQ
WKHJRYHUQRU¶VRI¿FH(G+HUVFKOHUVHUYHGDVJRYHUQRUIURP
WR+HZDV IROORZHGE\ DQRWKHU'HPRFUDW0LNH6XOOLYDQ
IURPWR7KH5HSXEOLFDQVWRRNRYHUWKHJRYHUQRUVKLS
IRUWKHQH[WHLJKW\HDUVEXWWKHQWKH'HPRFUDWVUHFODLPHGLWZLWK
'DYH)UHXGHQWKDOLQ
7KH'HPRFUDWVKDYHKDGQRVXFKOXFNZKHQLWFRPHVWRWKH86
6HQDWHLQ:\RPLQJ7KHODVW'HPRFUDWWRVHUYH:\RPLQJLQWKH
866HQDWHZDV*DOH0F*HHZKROHIWRI¿FHLQ:\RPLQJ¶V
EHVWNQRZQSROLWLFDOFHOHEULW\LV5HSXEOLFDQ5LFKDUG&KHQH\ZKR
VHUYHG\HDUVDVWKHVWDWH¶VORQHPHPEHURIWKH86+RXVHRI
5HSUHVHQWDWLYHVVWDUWLQJLQ&KHQH\ZHQWRQWREHFRPHWKH
86 6HFUHWDU\ RI 'HIHQVH LQ WKH ¿UVW %XVK$GPLQLVWUDWLRQ DQG
9LFH3UHVLGHQWLQWKHVHFRQG%XVK$GPLQLVWUDWLRQ
,Q WHUPVRISRSXODWLRQGLVWULEXWLRQ:\RPLQJ UHVHPEOHV WKH WZR
DGMRLQLQJVWDWHVRI,GDKRDQG0RQWDQDLQWKDWLWKDVQRPDMRUPH
WURSROLVRUKLJKO\SRSXODWHGXUEDQFRUULGRU7KHVWDWH¶VFLWL]HQVDUH
VSUHDGRXWLQQLQHVPDOOFLWLHVLQQLQHFRXQWLHVWKDWFRQWDLQHG
SHUFHQWRI:\RPLQJYRWHUVLQWKHSUHVLGHQWLDOHOHFWLRQ
7KHPRVWSRSXORXVFLW\LVWKHVWDWHFDSLWDO&KH\HQQHORFDWHGLQ
/DUDPLH&RXQW\ EXW WKDW FRXQW\ FRQWDLQHGRQO\SHUFHQW RI
WKHVWDWH¶VSRSXODWLRQDWWKHWLPHRIWKH86&HQVXV&KH\
HQQHWKXVLQQRZD\GRPLQDWHVWKHVWDWH¶VYRWLQJ/DUDPLH&RXQW\
&KH\HQQHYRWHGSHUFHQW5HSXEOLFDQLQWKHSUHVLGHQ
WLDOHOHFWLRQ6LPLODU WRPRVWRWKHUFRXQWLHVFRQWDLQLQJVPDOOFLW
LHVWKURXJKRXWWKH5RFN\0RXQWDLQ:HVW/DUDPLH&RXQW\&KH\
HQQHLVGHFLGHGO\5HSXEOLFDQ
$OWKRXJK&KH\HQQHLVLQ/DUDPLH&RXQW\WKHFLW\RI/DUDPLHLV
LQ$OEDQ\&RXQW\$VKRPHWRWKH8QLYHUVLW\RI:\RPLQJ$OEDQ\
&RXQW\KDV D VRPHZKDW OHVV5HSXEOLFDQ FKDUDFWHU WKDQ/DUDPLH
&RXQW\&KH\HQQH:KHUHDV/DUDPLH&RXQW\&KH\HQQHYRWHG
SHUFHQW5HSXEOLFDQLQWKHSUHVLGHQWLDOHOHFWLRQ$OEDQ\
&RXQW\/DUDPLHYRWHGRQO\SHUFHQW5HSXEOLFDQLQWKDWHOHF
WLRQ
7HWRQ &RXQW\ ORFDWLRQ RI WKH *UDQG 7HWRQ 0RXQWDLQV DQG WKH
VRSKLVWLFDWHG UHVRUW FLW\ RI -DFNVRQ LV WKH RQO\:\RPLQJ FRXQ
W\WKDWYRWHGIRU'HPRFUDW-RKQ.HUU\LQ$VQRWHGDERYH
RWKHU5RFNLHVUHVRUWVLQFOXGLQJ9DLO$VSHQDQG%UHFNLQULGJHLQ
&RORUDGRDQG6XQ9DOOH\LQ,GDKRDOVRKDYHDODUJH'HPRFUDWLF
EDVH7DEOHVXPPDUL]HVWKHSUHVLGHQWLDOHOHFWLRQUHVXOWVLQ
:\RPLQJ¶VPRVWSRSXORXVFRXQWLHV
0RUHWKDQDQ\RWKHUVWDWHLQWKH5RFN\0RXQWDLQ:HVW:\RPLQJ
UHPDLQHGVWHDGLO\5HSXEOLFDQIURPWR,WZLOOPRVWOLNH
O\FRQWLQXHWREHRQHRIWKHPRVW5HSXEOLFDQVWDWHVLQWKH5RFN\
0RXQWDLQVDVZHOODVQDWLRQZLGH
7DEOH
7KH 1LQH0RVW 3RSXORXV &RXQWLHV LQ:\RPLQJ
ZLWKWKHLU3HUFHQWDJH7ZRSDUW\9RWHLQWKH
3UHVLGHQWLDO(OHFWLRQ
$OEDQ\ 5HSXEOLFDQ
&DPSEHOO 5HSXEOLFDQ
)UHPRQW 5HSXEOLFDQ
/DUDPLH 5HSXEOLFDQ
1DWURQD 5HSXEOLFDQ
3DUN 5HSXEOLFDQ
6KHULGDQ 5HSXEOLFDQ
6ZHHWZDWHU 5HSXEOLFDQ
7HWRQ 'HPRUDFWLF
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0HWURSROLWDQ$UHDV DQG 1RWDEOH +RXVH 6HDWV LQ WKH 5RFN\
0RXQWDLQ:HVW
:KLOHURPDQWLFL]HGQRWLRQVRIWKH5RFN\0RXQWDLQ:HVWSRUWUD\
LWV SHRSOH DV IDUPHUV FRZER\V DQG UDQFK KDQGV  SHUFHQW RI
WKHUHJLRQ¶VSRSXODWLRQOLYHVLQDQGDURXQGDKDQGIXORIVSUDZOLQJ
PHWURSROLWDQDUHDV$VWKHVHFLWLHVH[SDQG²PDQ\DWVRPHRIWKH
IDVWHVW UDWHVQDWLRQZLGH²WKH\ LQFUHDVLQJO\GH¿QH WKHSROLWLFVRI
WKHLUUHVSHFWLYHVWDWHV$ORRNDWUHFHQWSUHVLGHQWLDOYRWLQJWUHQGVLQ
VHYHQODUJHPHWURSROLWDQDUHDVGUDPDWL]HVWKHFKDQJLQJSROLWLFVRI
WKH5RFN\0RXQWDLQ:HVWDQGPD\KHOSSUHGLFWWKHUHJLRQ¶VIXWXUH
SROLWLFDOODQGVFDSH7KLVVHFWLRQH[DPLQHVSUHVLGHQWLDOHOHFWLRQUH
VXOWV LQ3KRHQL[7XFVRQ'HQYHU&RORUDGR6SULQJV/DV9HJDV
$OEXTXHUTXH DQG6DOW/DNH&LW\ IRU WKH WKUHH JHQHUDO HOHFWLRQV
IURPWR)LJXUH,WDOVRORRNVDWVL[RIWKHUHJLRQ¶V
PRVWKRWO\FRQWHVWHGFRQJUHVVLRQDOUDFHVWRVXJJHVWSRVVLEOH
JHQHUDOHOHFWLRQRXWFRPHV
2YHUDOO WKH HOHFWRUDWH RI WKH VHYHQ WDUJHWHG PHWURSROLWDQ DUHDV
VKLIWHG IRXU SHUFHQW WR WKH5HSXEOLFDQ 3DUW\ QRPLQHH2Q DYHU
DJH5HSXEOLFDQSUHVLGHQWLDOFDQGLGDWHVFRXOGUHO\RQURXJKO\
SHUFHQWRIWKHYRWHIURPWKHVHYRWHUV7KHPRVWFRQVHUYDWLYHRIWKH
VHYHQPHWURSROLWDQDUHDV LV&RORUDGR6SULQJVZKLFKRQDYHUDJH
YRWHGSHUFHQW5HSXEOLFDQ&RQYHUVHO\ WKHPRVW OLEHUDOXUEDQ
DUHDZDV7XFVRQZKHUH5HSXEOLFDQQRPLQHHVRQDYHUDJHJDUQHUHG
RQO\DERXWSHUFHQWRIWKHYRWH2YHUDOOIRXURIWKHVHPHWURSROL
WDQDUHDVOHDQHG'HPRFUDWLFDQGWKUHH5HSXEOLFDQ
1RWDVLQJOHPHWURSROLWDQDUHDVKLIWHGWRZDUGVWKH'HPRFUDWVEH
WZHHQDQGDVDQWLFLSDWHGZKHQ5RVV3HURWDEDQGRQHG
KLV SUHVLGHQWLDO DVSLUDWLRQV DQG WUDGLWLRQDO 5HSXEOLFDQV ÀRFNHG
EDFN WR*23QRPLQHHV1RQHWKHOHVV VRPHFLWLHVZHUHPRUH UH
VLVWDQW WKDQ RWKHUV WR WKLV ULJKWZDUG WUHQGPRVW QRWDEO\'HQYHU
DQG$OEXTXHUTXHZKLFKERWKVKLIWHGOHVVWKDQRQHSHUFHQWWRWKH
5HSXEOLFDQFROXPQ,QWHUHVWLQJO\WKH'HQYHUVXEXUEVVKLIWHGRQO\
SHUFHQWWRWKHULJKWGXULQJWKLVWLPH7RVRPHDQDO\VWVWKLVWLQ\
VKLIWVXJJHVWVDJUHDWHUVWDWHZLGHOHIWZDUGVKLIWLQ&RORUDGR:KLOH
WKHSUHVLGHQWLDOYRWHPD\QRW\HWVXSSRUWWKHDUJXPHQWIRUDQLQ
FUHDVLQJO\³EOXH´&RORUDGRWKHVWDWH¶VFRQJUHVVLRQDOUHVXOWV
SURYLGHPRUHKRSHIRU'HPRFUDWV
7KH PRVW SURQRXQFHG VKLIW LQ YRWHU VHQWLPHQW RFFXUUHG LQ 6DOW
/DNH&LW\ZKLFK LQJDYH%RE'ROHRQO\SHUFHQWRI LWV
YRWHEXWLQVLGHGZLWK*HRUJH:%XVKE\SHUFHQW,QWKUHH
HOHFWLRQF\FOHVWKH6DOW/DNHPHWURSROLWDQDUHDLQFOXGLQJ6XPPLW
DQG7RRHOHFRXQWLHVH[SHULHQFHGDSHUFHQWDJHSRLQWVKLIWWRWKH
ULJKWZLWKWKH*23JRLQJIURPHDUQLQJMXVWRYHUKDOIRIWKHFLW\¶V
WRWDOYRWHWRQHDUO\WZRWKLUGV7KLVVKLIWFDQEHDWWULEXWHGODUJHO\
WRWKHSRSXODULW\RI*HRUJH:%XVKDQGKLVYHU\SXEOLFFKDPSLRQ
LQJRIWKHUHOLJLRXVSULQFLSOHVHPEUDFHGE\FLW\¶VVRFLDOO\FRQVHU
YDWLYH&KULVWLDQYRWHUV3UHGLFWDEO\6DOW/DNH¶VODUJHVRFLDOO\DQG
UHOLJLRXVO\FRQVHUYDWLYHSRSXORXVKDVEHHQLQFUHDVLQJO\DWWUDFWHG
WR5HSXEOLFDQSUHVLGHQWLDOQRPLQHHVDVWKH*23KDVGULIWHGULJKW
ZDUGIURPPRGHUDWH%RE'ROHWRFRQVHUYDWLYH*HRUJH:%XVK
/LNH6DOW/DNHWKH3KRHQL[PHWURSROLWDQDUHDKDVDOVRH[SHULHQFHG
DVXEVWDQWLDOWKRXJKPRUHJUDGXDOVKLIWWRWKHULJKW$UL]RQD¶VODUJ
HVWFLW\JDYH'ROHSHUFHQWRILWVYRWHLQSHUFHQWWR%XVK
LQDQGSHUFHQWWR%XVKGXULQJKLVUHHOHFWLRQELG
2YHUDOOWKHFLW\DQGLWVVXEXUEVPRYHGDERXWSHUFHQWDJHSRLQWV
WRWKHULJKWWKHVHFRQGODUJHVWVKLIWDPRQJPHWURSROLWDQDUHDVLQ
WKH5RFN\0RXQWDLQ:HVW7KLVVKLIWUHÀHFWVDQLQFUHDVLQJQXPEHU
RIUHWLUHHVPLJUDWLQJWRWKH6FRWWVGDOH±3KRHQL[±0HVDDUHD/XUHG
E\ZDUPZHDWKHUJUHHQIDLUZD\VDQGVFHQLFGHYHORSPHQWV WKLV
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
JURXSLVFHUWDLQWRJURZDVPRUH%DE\%RRPHUVUHDFKUHWLUHPHQW
DJHDQGDIIHFW$UL]RQD¶VIXWXUHSROLWLFDOODQGVFDSH
1RDQDO\VLVRIGUDPDWLFFKDQJHZRXOGEHFRPSOHWHZLWKRXWPHQ
WLRQLQJ /DV9HJDV RQH RI$PHULFD¶V IDVWHVW JURZLQJ DUHDV %H
WZHHQDQG WKH/DV9HJDVPHWURSROLWDQDUHD URXJKO\
GH¿QHGDV&ODUN&RXQW\KDVJURZQDVWXQQLQJSHUFHQWDVQHDU
O\QHZUHVLGHQWVKDYHPRYHGWRWKLVGHVHUWPHWURSROLV)RU
DOOLWVJURZWK/DV9HJDVLVDOVRRQHRIWKH:HVW¶VPRVWOLEHUDODU
HDV6LQFHRQO\SHUFHQWRILWVYRWHVRQDYHUDJHKDYHJRQH
WR5HSXEOLFDQSUHVLGHQWLDOFDQGLGDWHV:LWKPRUHWKDQPLOOLRQ
SHRSOHSHUFHQWRI WKHVWDWH¶V WRWDOSRSXODWLRQ/DV9HJDV LQ
FUHDVLQJO\GRPLQDWHV1HYDGDSROLWLFV)XUWKHUPRUHWKHQHZHDUO\
WLPLQJRIWKH1HYDGDFDXFXVHVLQWKHXSFRPLQJSUHVLGHQWLDO
QRPLQDWLQJSURFHVVKDVKHLJKWHQHGLWVVLJQL¿FDQFHDQGZLOOSXVKLW
IXUWKHULQWRWKHQDWLRQDOSROLWLFDOVSRWOLJKW
,Q  WKH VHYHQPHWURSROLWDQ DUHDV H[DPLQHGKHUH²3KRHQL[
7XFVRQ'HQYHU&RORUDGR6SULQJV/DV9HJDV$OEXTXHUTXHDQG
6DOW/DNH&LW\²KDGVRPHRIWKHQDWLRQ¶VPRVWKRWO\FRQWHVWHGFRQ
JUHVVLRQDOUDFHV:HFRQFOXGHZLWKDQDQDO\VLVRIVL[RIWKHVHHOHF
WLRQFRQWHVWVDQGWKHLULPSOLFDWLRQVIRUWKHHOHFWLRQF\FOH
%HIRUHFRQVLGHULQJWKHVHUDFHVLWLVLPSRUWDQWWRQRWHDIHZDQD
O\WLFDOEHQFKPDUNV)LUVWDOWKRXJKLWLVWHPSWLQJWRFRPSDUH
FRQJUHVVLRQDOHOHFWLRQ UHVXOWV WR WKHSUHVLGHQWLDO UHVXOWVRI
DQGFRQJUHVVLRQDODQGSUHVLGHQWLDOUDFHVGLIIHUJUHDWO\
*HQHUDOO\YRWHUVPD\IHHODPRUHSHUVRQDOUHODWLRQVKLSZLWKWKHLU
PHPEHUVRI&RQJUHVVXQOLNHSUHVLGHQWLDOFDQGLGDWHVFRQJUHVVLR
QDOFDQGLGDWHVDUH³ORFDOV´DQGWKXVPRUHRIWHQLPPXQL]HGIURP
QDWLRQDO SROLWLFDO WUHQGV 0RUHRYHU FRQJUHVVLRQDO UHGLVWULFWLQJ
RYHUWKHSDVWIHZGHFDGHVKDVLQFUHDVLQJO\ORFNHGLQ'HPRFUDWLF
DQG 5HSXEOLFDQ VWURQJKROGV UHQGHULQJ PRUH DQG PRUH GLVWULFWV
QRQFRPSHWLWLYH7KHUHIRUHZHDVVHVVWKHPLGWHUPVPDLQO\
WRVXJJHVWSRVVLEOHIXWXUHWUHQGV
6HFRQGEHFDXVHRIWKHVWURQJGLVDSSURYDORIERWKWKHFXUUHQW%XVK
DGPLQLVWUDWLRQDQGWKHZDULQ,UDTZDVDGRPLQDQW'HPR
FUDWLF \HDU QDWLRQZLGH$QDO\VWV KDYH LGHQWL¿HG VHYHUDO RII\HDU
HOHFWLRQV RYHU WKH ODVW IHZ GHFDGHV LQ ZKLFK RSSRVLWLRQ SDUWLHV
GH¿QHG DV HLWKHU WKH SDUW\ LQ WKH FRQJUHVVLRQDOPLQRULW\ RU WKH
SDUW\QRWLQFRQWURORIWKH:KLWH+RXVHRUERWKZHUHDEOHWRVXF
FHVVIXOO\QDWLRQDOL]HHOHFWLRQFDPSDLJQVDVLQ 1DWLRQZLGH
'HPRFUDWV JDLQHG VL[ 6HQDWH DQG +RXVH VHDWV IRU FRQWURO RI
ERWKFKDPEHUVRI&RQJUHVV7KXVEHFDXVHWKHQXPEHUVPD\
KDYH UHSUHVHQWHG PRUH RI D GLVDSSURYDO RI 5HSXEOLFDQV WKDQ D
VZLQJWRZDUG'HPRFUDWVWKHGDWDIURPWKDWUDFHPD\EHPRUHRI
DQDQRPDO\WKDQSURORJXH+RZHYHUWKHVL[+RXVHUDFHVDQDO\]HG
PD\VWLOOVXJJHVWODUJHUWUHQGVVKDSLQJWKH5RFN\0RXQWDLQ:HVW¶V
SROLWLFDOODQGVFDSH
2IWKHVHVL[UDFHVWZRZHUHLQ$UL]RQDWZRLQ&RORUDGRDQGRQH
HDFK LQ 1HYDGD DQG 1HZ0H[LFR DOO RI WKHVH GLVWULFWV HQFRP
SDVVODUJHFKXQNVRIVXEXUEDQFRXQWLHV'HPRJUDSKLFDOO\HDFKRI
WKHVHGLVWULFWVLVFORVHO\UHSUHVHQWDWLYHRIWKH5RFN\
0RXQWDLQ:HVW DV D ZKROH ZLWK PRVWO\ VXEXUEDQ
FRQVWLWXHQFLHVDQGDURXJKO\±SHUFHQW+LVSDQLF
SRSXODWLRQ EDVH$V VRPH RI WKHPRVW FRPSHWLWLYH
UDFHVLQWKHFRXQWU\WKHVHGLVWULFWVDOVRZHUHVRPHRI
WKHPRVW H[SHQVLYH  6XFK XOWUDFRPSHWLWLYH KLJK
VWDNHV UDFHV DUH VLPLODU WR FRPSHWLWLYH SUHVLGHQWLDO
FDPSDLJQV)LQDOO\ LW LVKLJKO\ OLNHO\ WKDWPDQ\RI
WKH VDPH KRWEXWWRQ LVVXHV WKDW VKDSHG  FRQ
JUHVVLRQDOUDFHV²DPRQJWKHPWKH,UDT:DUDQGLP
PLJUDWLRQUHIRUP²ZLOOOLNHO\UHPDLQNH\LVVXHVIRU
YRWHUVLQ
,Q&RORUDGR«
7KUHHRIWKHVHVL[+RXVHUDFHVVXJJHVWWKDWWKH:HVW
LVLQFUHDVLQJO\WXUQLQJWRZDUGVWKH'HPRFUDWLF3DUW\
,Q&RORUDGR¶VWKFRQJUHVVLRQDOGLVWULFWVWDWHUHSUH
VHQWDWLYH(G3HUOPXWWHUGHIHDWHG5LFN2¶'RQQHOOWR
JDLQWKHVHDWSUHYLRXVO\KHOGE\5HSXEOLFDQJXEHUQD
WRULDOFDQGLGDWH%RE%HDXSUH]$OWKRXJK-RKQ.HUU\
ZRQ&RORUDGR¶VWKLQKLVSHUFHQWZLQPDU
JLQSDOHG LQFRPSDULVRQ WR3HUOPXWWHU¶V LPSUHVVLYH
SRLQW QHDUO\YRWHPDUJLQRIYLFWRU\ ,Q
WKH'HPRFUDWLFFDQGLGDWHORVWWKLV+RXVHVHDW
E\RQO\YRWHVDQGWKHWKJDLQHGDUHSXWDWLRQDV
&RORUDGR¶VPRVWFRPSHWLWLYHGLVWULFW 1RQHWKHOHVV
3HUOPXWWHU¶VLPSUHVVLYHSHUIRUPDQFHLQERGHV
ZHOOIRU'HPRFUDWVKRSLQJIRU&RORUDGR¶VHOHFWRUDO
YRWHVLQ
$W WKH VDPH WLPH 'HPRFUDWV GLG QRW IDUH DV ZHOO
LQ &RORUDGR¶V WK FRQJUHVVLRQDO GLVWULFW ZKLFK LQ
FOXGHV VRPH RI 'HQYHU¶V RXWHU QRUWKHDVWHUQ VXE
7XFVRQ$=
6DOW/DNH&LW\87
$OEXTXHUTXH10
3KRHQL[0HVD6FRWWVGDOH$=
'HQYHU$XURUD&2
/DV9HJDV3DUDGLVH19
&RORUDGR6SULQJV&2
/HJHQG

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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)LJXUH
&RXQW\DQG06$3HUFHQW&KDQJHLQ 9RWHVIRUD
5HSXEOLFDQ3UHVLGHQWLDO&DQGLGDWH
6RXUFH 'DWDFROOHFWHGDQGJHQHURXVO\SURYLGHGE\5REHUW-9DQGHUEHL3K'
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'&KDOOHQJH(VVD\
1RWHDQHJDWLYHSHUFHQWDJHLQGLFDWHVDVKLIWLQYRWLQJWUHQGVWRZDUGWKH'HPRFUDWLF&DQGLGDWH
XUEV$OWKRXJK LQFXPEHQW5HSXEOLFDQ0DULO\Q0XVJUDYH IDLOHG
WRJDLQDPDMRULW\RIWKHGLVWULFW¶VYRWHV²ORVLQJVLJQL¿FDQWVXSSRUW
WR5HIRUP3DUW\FDQGLGDWH(ULF(LGVQHVVZKRJDUQHUHGSHUFHQW
RI WKH WRWDO YRWH²VKHQRQHWKHOHVV HDUQHG D SRLQW YLFWRU\RYHU
'HPRFUDW$QJLH 3DFFLRQH7KH \HDU¶V DQWL5HSXEOLFDQ FKDUDFWHU
ZDVSHUKDSVEHVWVKRZQLQWKLVGLVWULFW:KLOH0XVJUDYHJDUQHUHG
¿YH SHUFHQW OHVV RI WKH YRWH WKDQ VKH GLG LQ  3DFFLRQH HI
IHFWLYHO\ ORVWYRWHVHQGLQJZLWK WZRSHUFHQW OHVV WKDQ'HPRFUDW
6WDQ0DWVXQDNDDFKLHYHGDJDLQVW0XVJUDYHLQ7KXVZKLOH
PDQ\ YRWHUV LQ &RORUDGR¶V WK ZHUH FOHDUO\ IUXVWUDWHG ZLWK WKH
5HSXEOLFDQFRQWUROOHG &RQJUHVV WKH\ ZHUH VLPSO\ XQZLOOLQJ WR
YRWHIRUD'HPRFUDWLQVWHDGVXSSRUWLQJWKLUGSDUW\FDQGLGDWH(ULF
(LGVQHVV²HYHQ WKRXJK (LGVQHVV KDG OLWWOH FKDQFH RI ZLQQLQJ
:KLOH0XVJUDYH¶VZLQ VKRXOGFRPHDVQR VXUSULVH WKH LQDELOLW\
RI'HPRFUDWVWRPDNHDQ\VLJQL¿FDQWJDLQVLQWKLVGLVWULFWLQVXFK
D'HPRFUDWLF IULHQGO\\HDUDQGZLWKDYLDEOHFDQGLGDWHVXJJHVWV
WKDWSDUWVRIWKH5RFN\0RXQWDLQ:HVWPD\VLPSO\EHRIIOLPLWVWR
'HPRFUDWLFFDQGLGDWHV
,Q$UL]RQD«
:KLOH$UL]RQDPD\UHPDLQD5HSXEOLFDQVWURQJKROGIRUWKHIRUH
VHHDEOHIXWXUHWKHVWDWHDQGPRUHVSHFL¿FDOO\VXEXUEDQ3KRHQL[
DQG7XFVRQKRVWHGWZRLPSRUWDQWYLFWRULHVIRU'HPRFUDWVLQWKH
SDVWHOHFWLRQF\FOH,Q$UL]RQD¶VWKGLVWULFWDVHDWWKDWRQO\IRXU
\HDUVDJR'HPRFUDWVORVWE\DOPRVWYRWHV'HPRFUDWLFVWDWH
VHQDWRU *DEULHOOH *LIIRUGV GHIHDWHG 5HSXEOLFDQ 5DQG\ *UDI E\
VOLJKWO\PRUHWKDQEDOORWVDGUDPDWLFYRWHVZLQJ
7R WKHQRUWK LQ$UL]RQD¶VWK VXUURXQGLQJ WKH3KRHQL[DUHD LQ
FXPEHQW 5HSXEOLFDQ -' +D\ZRUWK ZDV GHIHDWHG E\ 'HPRFUDW
+DUU\0LWFKHOO+D\ZRUWKVSHQWDOPRVWWZLFHDVPXFKDV0LWFKHOO
EXWVWLOOFDPHXSDERXWIRXUSHUFHQWDJHSRLQWVVKRUWRIYLFWRU\LQD
GLVWULFWZKHUHMXVWWZR\HDUVSULRU*HRUJH:%XVKZRQE\DVROLG
QLQHSHUFHQW
:KLOHPDQ\DQDO\VWVVDZ+D\ZRUWK¶VORVVDVDQRWKHUH[DPSOHRI
WKHQDWLRQ¶VXQKDSSLQHVVZLWKWKH5HSXEOLFDQFRQWUROOHG&RQJUHVV
+DUU\ 0LWFKHOO¶V YLFWRU\ FDQQRW EH DWWULEXWHG H[FOXVLYHO\ WR DQ
DQWL5HSXEOLFDQHQYLURQPHQW2YHUDOO0LWFKHOOJDLQHGSHUFHQW
PRUHYRWHVWKDQ'HPRFUDW(OL]DEHWK5RJHUVPDQDJHGLQ7KH
VXFFHVVRI'HPRFUDWV0LWFKHOODQG*LIIRUGVPD\SRUWHQGDJURZ
LQJFKDOOHQJHIRU$UL]RQD5HSXEOLFDQVVLJQLI\
LQJ WKDW YRWHUV LQ WKHVH SUHYLRXVO\ VHFXUH*23
GLVWULFWVPD\EHZLOOLQJ WRYRWH IRU'HPRFUDWV
7KLV WUHQG PD\ SURYH SHULORXV IRU 5HSXEOLFDQ
FKDOOHQJHUVLQVLQFHPDQ\RIWKHLVVXHVWKDW
GRPLQDWHG FDPSDLJQV LQ  DUH OLNHO\ WR UH
PDLQFHQWUDOLQYRWHUV¶PLQGVLQ
,Q1HYDGD«
'HPRFUDWVDOVRVKRZHG LPSRUWDQWJDLQV LQ1H
YDGD¶V IDVW JURZLQJ UG FRQJUHVVLRQDO GLVWULFW
7KLV VXEXUEDQ /DV 9HJDV GLVWULFW DFFRXQWV IRU
PXFKRIWKHVWDWH¶VSHUFHQWSRSXODWLRQJURZWK
RI WKH V/DVW \HDU LQFXPEHQW5HSXEOLFDQ
-RQ3RUWHUZRQ D FRVWO\ DQG FORVH UDFH DJDLQVW
'HPRFUDW7HVVD+DIHQ$IRUPHUSUHVVVHFUHWDU\
DQGVHQLRUDLGHWR6HQDWH0DMRULW\/HDGHU+DUU\
5HLG+DIHQZDV HDVLO\ RXWVSHQW E\3RUWHU EXW
QRQHWKHOHVVFDPHFORVHWRGHIHDWLQJWKHWZRWHUP
LQFXPEHQW
2YHUDOO +DIHQ¶V  SHUFHQW RI WKH YRWH UHSUH
VHQWVDVLJQL¿FDQWJDLQIRU'HPRFUDWV6KHORVWWR3RUWHUE\RQO\
RQHSHUFHQWDQGFULWLFDOO\VXUSDVVHGWKHGLVPDOSHUFHQWRIWKH
YRWHDFKLHYHGE\'HPRFUDW7RP*DOODJKHULQ$OWKRXJKWKH
GLVWULFW¶VGHPRJUDSKLFVFRQWLQXHWRFKDQJHPDQ\RIWKHQHZUHVL
GHQWVDUHZKLWHFROODUIDPLOLHVDQGHOGHUO\UHWLUHHVERWKWUDGLWLRQ
DOO\5HSXEOLFDQYRWLQJJURXSV$VVXFKWKHGLVWULFWPD\EHDEHOO
ZHWKHURIZKLFKSROLWLFDOSDUW\ZLOOFRPHWRGRPLQDWHWKHVXEXUEDQ
5RFN\0RXQWDLQ:HVW
,Q1HZ0H[LFR«
,W LV QRWHZRUWK\ WKDWZKLOH'HPRFUDWVPDGHJDLQV LQ WKH5RFN\
0RXQWDLQ :HVW LQ  PRVW LQFXPEHQW 5HSXEOLFDQV UHWDLQHG
WKHLUVHDWVHYHQLQWKDWDQWL5HSXEOLFDQ\HDU3HUKDSVEHVWH[HP
SOLI\LQJWKLVVXFFHVVZDV+HDWKHU:LOVRQ¶VH[WUHPHO\FORVHYLFWRU\
E\MXVWYRWHVRXWRIPRUHWKDQFDVWRYHUFKDOOHQJHU
1HZ0H[LFR$WWRUQH\*HQHUDO3DWULFLD0DGULGLQDGLVWULFWWKDWLQ
WLOWHGVOLJKWO\WR'HPRFUDW-RKQ.HUU\,QWKHHQG:LOVRQ¶V
UHVXPH²LQFOXGLQJH[WHQVLYHPLOLWDU\ H[SHULHQFH²ZDVSUREDEO\
HQRXJKWRVHFXUHKHUUHHOHFWLRQLQDKHDYLO\PLOLWDU\RULHQWHGGLV
WULFW0DGULG¶VVWURQJVKRZLQJLQDKLVWRULFDOO\5HSXEOLFDQGLVWULFW
FRXSOHGZLWKKHURYHUDOOVWDWHZLGHSRSXODULW\FRXOGERGHZHOOIRU
KHULIDVVRPHDQWLFLSDWHVKHUXQVIRUWKHRSHQ866HQDWHVHDW
LQ
&RQFOXVLRQ
2YHUDOOWKH5RFN\0RXQWDLQ:HVWUHPDLQVD5HSXEOLFDQUHJLRQ
ZLWK YRWLQJ WUHQG GDWD RYHU WKH SDVW WZR JHQHUDWLRQV²DQG RYHU
WKHSDVWIHZSUHVLGHQWLDOHOHFWLRQF\FOHV²VXJJHVWLQJ5HSXEOLFDQ
JDLQVQRWORVVHV+RZHYHUYDULDWLRQH[LVWVERWKZLWKLQDQGDPRQJ
WKH5RFN\0RXQWDLQ6WDWHV0RGHUDWH'HPRFUDWVFDQDQGGRZLQ
VWDWHZLGH UDFHV LQPDQ\ VWDWHV WKRXJK UDUHO\ LQ UHFHQW \HDUV LQ
8WDK:\RPLQJDQG,GDKR'HPRFUDWLFSUHVLGHQWLDODQGHOHFWRUDO
SURVSHFWVDUHVRPHZKDWSURPLVLQJLQ1HYDGD1HZ0H[LFRDQG
&RORUDGR \HW OHVV SURPLVLQJ LQ0RQWDQD DQG UDWKHU LPSUREDEOH
LQ$UL]RQD,GDKR8WDKDQG:\RPLQJXQOHVVDQDWLRQDO'HPR
FUDWLF ODQGVOLGH WDNHVSODFH VXFK DV WKRVH WKDW RFFXUUHG LQ
DQG
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7KXV'HPRFUDWLFVWUDWHJLVWVZLOOPRVWOLNHO\WDUJHW1HYDGD1HZ
0H[LFR DQG &RORUDGR IRFXVLQJ LQ RQ WKH 'HQYHUPHWURSROLWDQ
DUHD JUHDWHU /DV9HJDV &ODUN &RXQW\ 1HYDGD DQG WKHPHWUR
UHJLRQIURP6DQWD)HWR$OEXTXHUTXHLQ1HZ0H[LFR6NLUHVRUW
FRPPXQLWLHVDQGXQLYHUVLW\FRXQWLHVDOVR IDYRU'HPRFUDWLFYRWH
JDLQV 7KXV %RXOGHU 'HQYHU$OEXTXHUTXH /DV 9HJDV$VSHQ
7DRV9DLO DQG VLPLODU FRPPXQLWLHV DUH WUHQGLQJ'HPRFUDWLF LQ
FRQWUDVWWRPRVWUXUDODUHDVDQGSODFHVVXFKDV&RORUDGR6SULQJV
DQGQRUWKHUQ1HYDGD
'HPRFUDWVKDYHZRQDKDQGIXORIFRQJUHVVLRQDODQG6HQDWHVHDWV
LQ WKHSDVW WZRHOHFWLRQF\FOHV:KLOH WKHUH LV WKXVKRSH IRU WKH
SDUW\'HPRFUDWVHYHQZLWKWKHVHVHYHUDOQHZVHDWVRQO\FRQWURO
SHUFHQWRIWKLVUHJLRQ¶VRYHUDOOGHOHJDWLRQRIVHDWVLQ&RQ
JUHVV
1RRQHNQRZVZKHWKHUWKHDQG'HPRFUDWLFJDLQVUHS
UHVHQWDWUHQGRUDUHPHUHO\DWHPSRUDU\GHYLDWLRQRUHYHQEOLS
LQWKHSDUWLVDQPDNHXSRIWKLVUHJLRQ$QGZHSUREDEO\ZLOOQRW
NQRZIRUDQRWKHUWZRRUWKUHHPRUHHOHFWLRQF\FOHV<HWZKDWZH
GRNQRZLVWKDWWKH'HPRFUDWVLIUHFHQWQDWLRQDOSDWWHUQVKROGZLOO
KDYHWRSLFNXSDWOHDVWWZRRUWKUHHVWDWHVLQWKLVUHJLRQWRVHFXUH
DQ(OHFWRUDO&ROOHJHYLFWRU\
5HSXEOLFDQVDUHZHOODZDUHRIWKLVDQGZLOOOLNHO\UHGRXEOHWKHLUHI
IRUWVLQWKHWKUHHPRVWFRPSHWLWLYHVWDWHV3ODLQO\ZKLOHWKH5RFN\
0RXQWDLQUHJLRQFRPSULVHVMXVWSHUFHQWRIWKHQDWLRQ¶VSRSXOD
WLRQLWVFORXWLQWKH6HQDWHSHUFHQWDQGQRZLQWKH(OHFWRUDO
&ROOHJHJLYHWKHUHJLRQSURPLQHQFH
(QGQRWHV
%HIRUHDGGUHVVLQJWKHGDWDLWLVLPSRUWDQWWRQRWHDNH\YDULDEOH5HSXEOLFDQSUHVL
GHQWLDO FDQGLGDWHV KDYH SUHIRUPHG EHWWHU QDWLRQZLGH LQ HDFK HOHFWLRQ VLQFH %RE
'ROH¶VGHIHDWWR%LOO&OLQWRQLQODUJHSDUWGXHWRLQGHSHQGHQWFDQGLGDWH5RVV
3HURW¶VH[LWIURPWKHEDOORWDIWHUKLVLPSUHVVLYHDQGVKRZLQJV:KLOH'ROH
PDQDJHGRQO\SHUFHQWRIWKHSRSXODUYRWHLQ%XVKZRQDERXWSHUFHQWLQ
DQGDFKLHYHGDVOLPSHUFHQWPDMRULW\LQ6LQFHZHVKRXOGH[SHFWDQ
LQFUHDVHLQWKH5HSXEOLFDQYRWHLWLVLPSRUWDQWWRIRFXVRQWKHUHJLRQVWKDWKDYHEHHQ
OHDVWUHVLVWDQWWRWKLVULJKWZDUGGULIW
 7KHQRQFRPSHWLWLYHQDWXUHRIPDQ\+RXVHUDFHVUHVXOWVZLWKVRPHFDQGLGDWHVHYHQ
UXQQLQJXQRSSRVHGVNHZVDQDO\VHVRIHOHFWLRQUHVXOWV)RUH[DPSOHZLWKRXWFRQWURO
OLQJIRU'HPRFUDW'LDQD'H*HWWH¶VXQFRQWHVWHGUHHOHFWLRQLQ&RORUDGR¶VVWFRQJUHV
VLRQDOGLVWULFWDJJUHJDWHGDWDZRXOGEHFRQWDPLQDWHGE\DGGLQJDSHUFHQWPDUJLQ
ZLQIRUWKH'HPRFUDWLFFDQGLGDWH
3UHYLRXVH[DPSOHVRIVRFDOOHGQDWLRQDOL]HGFRQJUHVVLRQDOHOHFWLRQVLQFOXGHWKH:D
WHUJDWHLQIXVHGFDPSDLJQRIZKHQ'HPRFUDWVRYHUZKHOPHG5HSXEOLFDQVFRDVW
WRFRDVWDQGWKH³&RQWUDFWZLWK$PHULFD´UDFHLQZKHQ5HSXEOLFDQVWRRNFRQ
WURORIWKH+RXVHRI5HSUHVHQWDWLYHVIRUWKH¿UVWWLPHLQPRUHWKDQIRXUGHFDGHV
$JJUHJDWH VSHQGLQJ E\5HSXEOLFDQ DQG'HPRFUDWLF FDQGLGDWHV LQ WKHVH VL[ UDFHV
VXUSDVVHGDVWXQQLQJPLOOLRQ7KH:LOVRQ0DGULGUDFHLQ1HZ0H[LFRDORQHFRVW
DZKRSSLQJFRPELQHGPLOOLRQ
,WVKRXOGEHQRWHGWKDWLQ&RORUDGR'HPRFUDWVJDLQHGPDMRULW\FRQWURORIWKH
VWDWH6HQDWHIRUWKH¿UVWWLPHLQ\HDUVDQGZLWKLWWKHVWDWH¶VFRQJUHVVLRQDOUHGLV
WULFWLQJDXWKRULW\
6L[WHUPLQFXPEHQW5HSXEOLFDQ6HQDWRU3HWH'RPHQLFLZLOOEHLQDQGUH
SRUWHGO\LVFRQVLGHULQJUHWLULQJ
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
%\'&RUZLQ-DFNVRQJXHVWFRQWULEXWRU
)PXUIF8FTUJT8JSFE
$IBMMFOHF&TTBZ
$ERXWWKHDXWKRU&RU\-DFNVRQLVFRUSRUDWHFRXQVHOIRUWKH7UL&RXQW\7HOHSKRQH$VVRFLDWLRQLQ%DVLQ:\RPLQJ
DQGDJUDGXDWHRI&RORUDGR&ROOHJH$Q\YLHZVH[SUHVVHGKHUHLQDUHWKHDXWKRU¶VRZQ
VWDWH RI WKH DUW KLJKVSHHG FRPPXQLFDWLRQV QHWZRUN LV DOORZLQJ
WHDFKHUV WR LQVWUXFW ODQJXDJHVWXGHQWVRQ WKHQXDQFHVRI(QJOLVK
SURQXQFLDWLRQRYHUWKH,QWHUQHW7KHLUVWXGHQWVKRZHYHUGRQRW
OLYHLQ7HQ6OHHSRUHYHQLQ:\RPLQJ7KH\OLYHRYHUPLOHV
DZD\ LQ 6RXWK .RUHD +LJK TXDOLW\ YLGHR FRQIHUHQFLQJ HQDEOHV
WHDFKHUV LQ7HQ6OHHS WR VKRZ WKHLU VWXGHQWV KRZ WRPDNH(QJ
OLVKODQJXDJHVRXQGV6RXWK.RUHDKDVRQHRIWKHPRVWDGYDQFHG
³EURDGEDQG´QHWZRUNVLQWKHZRUOGZLWKUHVLGHQWVHQMR\LQJ¿EHU
RSWLFFRQQHFWLRQVWRWKH,QWHUQHWDQGH[WUHPHO\KLJKVSHHGVHUYLFH
7HQ6OHHSLVVHUYHGE\DVLPLODUQHWZRUN)HZVXFKVHUYLFHVH[LVW
HOVHZKHUHLQWKH5RFN\0RXQWDLQUHJLRQJLYLQJ7HQ6OHHSDVXU
SULVLQJDGYDQWDJHRYHURWKHU5RFNLHVUXUDOSRSXODWLRQVLQDWWUDFW
LQJEXVLQHVVRSSRUWXQLWLHVVXFKDVWKHÀHGJOLQJGLVWDQFHOHDUQLQJ
SURJUDP
&RQQHFWLYLW\ PD\ UHYLWDOL]H WKH 5RFNLHV¶ H[LVWLQJ FRPPXQLWLHV
DQGUHGH¿QHWKHLUIXWXUHLQDJOREDOL]HGZRUOGZKLOHVWLOODFFRP
PRGDWLQJORFDOLGHDOV0DQ\SROLF\PDNHUVKDYHOLQNHGEURDGEDQG
FRQQHFWLYLW\WRHFRQRPLFGHYHORSPHQWDQGJURZWK$FFRUGLQJWR
)HGHUDO &RPPXQLFDWLRQV &RPPLVVLRQ )&& &KDLUPDQ .HYLQ
0DUWLQ
%URDGEDQGWHFKQRORJ\LVDNH\GULYHURIHFRQRPLFJURZWK
7KHDELOLW\ WRVKDUHLQFUHDVLQJDPRXQWVRI LQIRUPDWLRQ
DWJUHDWHUDQGJUHDWHUVSHHGVLQFUHDVHVSURGXFWLYLW\ID
FLOLWDWHVLQWHUVWDWHFRPPHUFHDQGKHOSVGULYHLQQRYDWLRQ
%XWSHUKDSVPRVWLPSRUWDQWEURDGEDQGKDVWKHSRWHQWLDO
WRDIIHFWDOPRVWHYHU\DVSHFWRIRXUOLYHV
:KLOHWKHSURPLVHPD\EHH[WUDRUGLQDU\EURDGEDQGDYDLODELOLW\LQ
WKH8QLWHG6WDWHVODJVEHKLQGWKDWLQPDQ\RWKHUQDWLRQV7KH2U
JDQL]DWLRQIRU(FRQRPLF&RRSHUDWLRQDQG'HYHORSPHQW2(&'
UHSRUWVWKDWWKH8QLWHG6WDWHVGHVSLWHEHLQJKRPHWRPDQ\RIWKH
LQYHQWRUV RI EURDGEDQG WHFKQRORJ\ UDQNV WK DPRQJ 2(&'
PHPEHUVLQWKHQXPEHURIEURDGEDQGVXEVFULEHUVSHULQKDELW
DQWV
8QGHUVWDQGLQJWKHFXUUHQWGLVWULEXWLRQDQGXVHVRIGRPHVWLFEURDG
EDQGVHUYLFHVLVFULWLFDODVSROLF\PDNHUVORRNWREURDGEDQGWHFK
QRORJ\ DV DQ HQJLQH IRU LQQRYDWLRQ DQG SURVSHULW\7KLV VHFWLRQ
RIWKH6WDWHRIWKH5RFNLHV5HSRUW&DUG RXWOLQHVZKDWLVPHDQWE\
EURDGEDQGVHUYLFHDWHUPXVHGWRGHVFULEHKLJKVSHHG,QWHUQHWDF
FHVV ,W WKHQ IUDPHV WKH EXUJHRQLQJ SROLF\ GHEDWH E\ GHVFULELQJ
VRPHRIWKHKLVWRU\GULYLQJWKHEURDGEDQGGLVFXVVLRQLQWKH8QLWHG
6WDWHVDQGUHDVRQVZK\EURDGEDQGFRQQHFWLYLW\PDWWHUV)LQDOO\
GDWDIURPWKH)&&VKRZLQJWKHVWDWHRIWKHEURDGEDQGPDUNHWLQ
WKH5RFNLHV5HJLRQDUHSUHVHQWHG7KHGDWDVKRZUREXVWFRPSHWL
WLRQIRUEURDGEDQGFRQVXPHUVLQVRPHSDUWVRIWKHUHJLRQ7KRXJK
WKHGDWDDUHQRWZLWKRXWSUREOHPVDQHPSLULFDOXQGHUVWDQGLQJRI
WKHVWDWHRIWKLVFRPPXQLFDWLRQPDUNHWLVFULWLFDOWRFUDIWLQJSROL
FLHVWRSURPRWHFRQQHFWLYLW\LQDOOSDUWVRIWKH5RFNLHV
%URDGEDQGDQGLWV$SSOLFDWLRQV
%URDGEDQGLVDFHQWUDO WHUPLQPRGHUQFRPPXQLFDWLRQV WHFKQRO
RJ\ SROLF\ DQG FROORTX\ /LNH WKH QDPH VXJJHVWV D EURDGEDQG
V\VWHPKDVDZLGHEDQGRIIUHTXHQFLHVRUDZLGH³EDQGZLGWK´IRU
WUDQVPLWWLQJLQIRUPDWLRQ:LGHUEDQGZLGWKDOORZVPRUHLQIRUPD
WLRQWREHVHQWLQVKRUWHUSHULRGVRIWLPH)RUH[DPSOHEURDGEDQG
FRQQHFWLRQVDOORZLQIRUPDWLRQIURPWKH,QWHUQHWWREHPRUHUDSLGO\
GHOLYHUHG WRDXVHUFRPSDUHGZLWKROGHUGLDOXSPRGHPFRQQHF
WLRQV
'H¿QLWLRQVRIZKDWFRQVWLWXWHVEURDGEDQGYDU\,QJHQHUDOKRZHY
HUEURDGEDQGV\VWHPVUDQJHIURPNLORELWVSHUVHFRQG³NESV´
RUWKRXVDQGVRIELWVRILQIRUPDWLRQSHUVHFRQGDWWKHORZHQGWR
EHWZHHQDQGPHJDELWVSHUVHFRQG³PESV´RUPLOOLRQVRIELWV
SHU VHFRQG IRUPRVW FRPPHUFLDO VHUYLFHV0RUH DGYDQFHG SODW
IRUPVVXFKDVWKHQHWZRUNWKDWVHUYHV7HQ6OHHS:\RPLQJFDQ
SURYLGHVSHHGVDVKLJKDVPESV
%URDGEDQGVHUYLFHLVDYDLODEOHRYHUDYDULHW\RISK\VLFDOSODWIRUPV
$PHULFDQVPRVWFRPPRQO\VXEVFULEH WRDFDEOHPRGHPVHUYLFH
ZKLFKWUDQVPLWVGDWDRYHUDFRD[LDOFDEOHWHOHYLVLRQV\VWHPRUWRD
'LJLWDO6XEVFULEHU/LQH'6/VHUYLFHZKLFKWUDQVPLWVGDWDRYHUD
VWDQGDUGWHOHSKRQHOLQH1H[WJHQHUDWLRQZLUHOLQHFRQQHFWLRQVLQ
FOXGHGHGLFDWHG¿EHURSWLFOLQHVDQGEURDGEDQGRYHUSRZHUOLQHV
&RQVXPHUVPD\DOVRVXEVFULEHWRZLUHOHVVVHUYLFHVERWKVDWHOOLWH
DQGJURXQGEDVHG)LQDOO\FHOOXODU WHOHSKRQHFRPSDQLHVDUHUDS
LGO\GHSOR\LQJ PRELOHEURDGEDQGVHUYLFHV
7KHDSSOLFDWLRQVRIIHUHGE\EURDGEDQGWHOHFRPPXQLFDWLRQVHUYLFHV
DUHHYHQPRUHGLYHUVH&RQVXPHUVVHHNHQWHUWDLQPHQWE\ZDWFKLQJ
WKHLUIDYRULWHWHOHYLVLRQVKRZVRQOLQHDVZHOODVSDURGLHVRIWKRVH
VKRZVSRVWHGRQ<RX7XEH)LUPVWU\WRLQFUHDVHSURGXFWLYLW\DQG
VHFXULW\E\VWRULQJFULWLFDOGDWDLQUHPRWHORFDWLRQVFRQQHFWHGE\
EURDGEDQGOLQNV
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)LQDOO\EURDGEDQGDIIHFWVOLIHVW\OHV%URDGEDQGFRQQHFWLYLW\LVLQ
ÀXHQFLQJWKHGHVLJQRIQRYHOFRPPXQLWLHVLQWKH5RFNLHV5HJLRQ
0HVD GHO 6RO LV D SODQQHG FRPPXQLW\ QHDU$OEXTXHUTXH 1HZ
0H[LFR GHVLJQHGE\3HWHU&DOWKRUSHEDVHGRQ WKH SULQFLSOHV RI
1HZ8UEDQLVP²DPRYHPHQWWRWUDQVIRUPXUEDQFHQWHUVDQGFRP
EDW VXEXUEDQ VSUDZO DQG WUDI¿F FRQJHVWLRQE\ FUHDWLQJZDONDEOH
FRPPXQLWLHVWKDWLQWHJUDWHYDULRXVEXVLQHVVHVVHUYLFHVDQGKRXV
LQJRSWLRQVDURXQGYLEUDQWFRPPXQLW\FHQWHUV&HQWUDOWRWKLVJRDO
LV0HVDGHO6RO¶VFRQQHFWLYLW\+LJKTXDOLW\,QWHUQHWFRQQHFWLRQV
DOORZ UHVLGHQWV WR YLGHRFRQIHUHQFH ZLWK FRZRUNHUV DQG FOLHQWV
DURXQGWKHZRUOGZLWKRXWWKHSHUVRQDOVDFUL¿FHDQGHQHUJ\GHSHQ
GHQFHRIFRPPXWLQJDQGH[WHQVLYHWUDYHO &RQQHFWHGFRPPXQL
WLHVQHHGQRWEHSODQQHGWRIDFLOLWDWHVXFKWUDYHOQRULVSUR[LPLW\WR
WUDGLWLRQDOFRPPHUFLDOFHQWHUVRISULPDU\FRQFHUQ
%URDGEDQG6WDWLVWLFVDQG3ROLFLHV
%\PDQ\DFFRXQWVEURDGEDQGVHUYLFHKDVWKHSRWHQWLDOWRLPSURYH
WKH OLYHVRI5RFNLHV¶FLWL]HQV$VQRWHGDERYH WKH8QLWHG6WDWHV
VWLOOODJVEHKLQGDQXPEHURIRWKHUFRXQWULHVLQWHUPVRIEURDGEDQG
GHSOR\PHQW7KXVLWLVLPSRUWDQWWRFROOHFWDQGH[DPLQHVWDWLVWLFV
RQEURDGEDQGGLVWULEXWLRQWRPRQLWRURXUQDWLRQ¶VFRQQHFWLYLW\WKH
FXUUHQW VWDWH RI EURDGEDQGGHSOR\PHQW VKRXOG JXLGH SROLF\PDN
HUVZKRPD\UHJDUGWKHVHUYLFHDVDWRROIRUHFRQRPLFDQGVRFLDO
GHYHORSPHQW
)RUH[DPSOHDVSDUWRIDEURDGHUVFKHPHDQQRXQFHGLQWRXWHG
WRSURPRWHHFRQRPLFJURZWKDQGVRFLDOO\EHQH¿FLDODSSOLFDWLRQV
3UHVLGHQW*HRUJH:%XVKVHWDJRDORI³XQLYHUVDODIIRUGDEOHDF
FHVV WREURDGEDQG WHFKQRORJ\E\´ 7KHSUHVLGHQWLDO
FDQGLGDWH%DUDFN2EDPDKDV VXJJHVWHG D V\VWHPRI ³EURDGEDQG
OLQHV WKURXJK WKHKHDUWRQ LQQHUFLWLHVDQG UXUDO WRZQVDOODFURVV
$PHULFD´ ,Q6HQDWRU+LOODU\&OLQWRQDOVRSURSRVHGWKH5X
UDO%URDGEDQG,QLWLDWLYH$FW WRHQFRXUDJHUXUDOEURDGEDQGDYDLO
DELOLW\3ROLF\PDNHUVRIWHQSURPLVHWKDWEURDGEDQGZLOOSURPRWH
HFRQRPLFGHYHORSPHQWDQGHQKDQFHVRFLDOZHOIDUH:KHQLWFRPHV
WRLPSOHPHQWLQJSROLF\WRDFKLHYHVXFKDYDLODELOLW\KRZHYHUSUR
SRVDOVGLIIHU
7KHFXUUHQWSROLF\WUHQGIRUSURPRWLQJEURDGEDQGGHSOR\PHQWLV
WRFUDIWDUHJXODWRU\UHJLPHWKDWZLOOQRWLQKLELWLQQRYDWLRQDQG\HW
SURPRWHGHSOR\PHQW6RPHPHDVXUHVDLPWRHOLPLQDWHEDUULHUVWR
HQWU\LQWRWKHEURDGEDQGPDUNHWE\ULYDOSODWIRUPVVXFKDVZLUHOHVV
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ZDWHU IURP DUHDV RI DEXQGDQFH HJ DUHDV RI DOSLQH VQRZSDFN
PDMRUULYHUVRUDTXLIHUVWRDUHDVRIVFDUFLW\VHPLDULGSODLQVDQG
GHVHUWV7KHVHZDWHUWUDQVIHUVDUHLQFUHDVLQJO\LPSRUWDQWDVXUEDQ
DUHDVUDSLGO\GHYHORSLQDULGDQGVHPLDULGFOLPDWHV
:LWKLQFUHDVHGSRSXODWLRQJURZWKKRZZLOOWKH5RFNLHVVKDUHZD
WHUDPRQJVHYHUDOFRPSHWLQJQHHGV"2QHXVHIXOFRQFHSWSURYLGHG
E\K\GURORJLVWVDW WKH86*HRORJLFDO6XUYH\86*6LV³ZDWHU
VXVWDLQDELOLW\´ ZKLFK DFFRXQWV IRU YDULDEOH ZDWHU VXSSOLHV DQG
EDODQFHVKXPDQDQGHQYLURQPHQWDOQHHGV$VVWDWHGE\$QGHUVRQ
DQG:RRVOH\³DVXVWDLQDEOHZDWHUVXSSO\IRUDFRPPXQLW\LGHDOO\
ZRXOGSURYLGHHQRXJKZDWHUWRVXSSRUWSRSXODWLRQDQGHFRQRPLF
JURZWKDQGEHVXI¿FLHQWWRHQGXUHSURWUDFWHGSHULRGVRIGURXJKW´
7KH\ DOVR QRWH WKDW IRU WUXHZDWHU VXVWDLQDELOLW\ ZDWHUPXVW EH
SURYLGHG WR QDWXUDO K\GURORJLF DQG HFRORJLFDO V\VWHPV VXFK DV
JURXQGZDWHUUHFKDUJHRUULSDULDQKDELWDWV
:DWHUDYDLODELOLW\ WUDGLWLRQDOO\KDVPHDQWVHFXULQJDYRO
XPHRIZDWHUWRPHHWDFXUUHQWDQGSURMHFWHGGHPDQGRQWKH
H[LVWLQJDQGSURMHFWHGXVDJH$QDGGHGFKDOOHQJH
WRGD\IRUZDWHUDQGQDWXUDOUHVRXUFHPDQDJHUVLVWKDWZD
WHULVH[SHFWHGWREHDYDLODEOHIRUQRQH[WUDFWLYHXVHVVXFK
DVPDLQWDLQLQJJURXQGZDWHUOHYHOVEHQHDWKULSDULDQDUHDV
SUHYHQWLQJ IUHVKZDWHUVDOWZDWHU LQWHUIDFHV IURPPLJUDWLQJ
ODQGZDUG PDLQWDLQLQJ ÀRZV DQG ZDWHU WHPSHUDWXUHV WR
VXSSRUW¿VKHU\QHHGVRUUHVWRULQJÀRRGLQJWRGDPPHGULY
HUV±DOOXVHVUHTXLULQJSUHVFULSWLRQVIRUZKLFKWKHUHLVOLWWOH
KLVWRULFDOSUHFHGHQWRUH[SHULHQFH
:KLOHSURYLGLQJDGHTXDWHZDWHUWRQDWXUDOV\VWHPVVKRXOGHQVXUH
JUHDWHUUHOLDELOLW\RIIXWXUHZDWHUVRXUFHVLWDOVRLVDQRWKHUGHPDQG
RQDOLPLWHGUHVRXUFH
$OWKRXJKSUHVHQWZDWHUXVHLQWKH5RFNLHVLVGRPLQDWHGE\LUULJD
WLRQ DV GLVFXVVHG EHORZ IXWXUH UHJLRQDO SRSXODWLRQ JURZWKZLOO
OLNHO\H[FHHGWKDWLQRWKHUUHJLRQVDQGZLOOEHFRQFHQWUDWHGLQXU
EDQDUHDV7KH5RFNLHV5HJLRQLQFOXGHVPDQ\RIWKHIDVWHVWJURZ
LQJVWDWHV LQ WKH86VXFKDV1HYDGD$UL]RQD&RORUDGR8WDK
DQG ,GDKR'HVSLWH LWV UXUDO DJULFXOWXUDO KHULWDJH  SHUFHQW RI
WKH5RFNLHVSRSXODWLRQZDVFODVVL¿HGDVXUEDQ LQDQG WKLV
SHUFHQWDJHFRQWLQXHVWRLQFUHDVH)LJXUH+RZHYHUDJULFXOWXUDO
ZDWHUXVHLVPXFKJUHDWHUWKDQFXUUHQWXUEDQZDWHUFRQVXPSWLRQ
)RU WKH5RFNLHV5HJLRQ MXVWSHUFHQWRI DJULFXOWXUDOZDWHUXVH
LV HTXLYDOHQW WR WZLFH WKHPXQLFLSDOZDWHUXVH LQ DQG WKLV
SHUFHQWDJHYDULHGIURPSHUFHQWLQ0RQWDQDWRSHUFHQWLQ1H
YDGD)XUWKHUGHYHORSPHQWRIXUEDQDUHDVZLOOLQFUHDVHGHPDQGV
IRU WKH UHJLRQ¶V OLPLWHGZDWHU OLNHO\ UHPRYLQJPRUHZDWHU IURP
DJULFXOWXUHZKLOHDOVRUHTXLULQJJUHDWHUXUEDQFRQVHUYDWLRQHIIRUWV
IRUDVXVWDLQDEOHIXWXUH
1HZXUEDQZDWHUGHPDQGVFRPELQHGZLWKKLVWRULFDOO\ORZDJUL
FXOWXUDOFRPPRGLW\SULFHVKDYHDOORZHGXUEDQ¿QDQFLDOUHVRXUFHV
WRRXWELGDJULFXOWXUHUHVXOWLQJLQWUDQVIHUVRIZDWHUIURPDJULFXO
WXUH WRFLWLHV7KHVHZDWHU WUDQVIHUVPD\LQYROYH WKHSXUFKDVHRU
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&HQVXV'LYLVLRQ 0HDQ 0LQLPXP 0D[LPXP
(DVW1RUWK&HQWUDO   
(DVW6RXWK&HQWUDO   
0LGGOH$WODQWLF   
0RXQWDLQ   
1HZ(QJODQG   
3DFL¿F   
6RXWK$WODQWLF   
:HVW1RUWK&HQWUDO   
:HVW6RXWK&HQWUDO   
7DEOH
$YHUDJH$QQXDO3UHFLSLWDWLRQLQWKH86E\5HJLRQ,QFKHVSHU<HDU
6RXUFH1DWLRQDO$WODVRIWKH8QLWHG6WDWHV
)DFLQJ3DJH3KRWR+RPHVWDNH&UHHNLQWKH:KLWH5LYHU1DWLRQDO)RUHVWVLWHRI+RPHVWDNH5HVHUYRLU .HQ3DSHORFRXUWHV\RIWKH5RFN\ 0RXQWDLQ1HZV
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RI ZDWHU ZLWKGUDZ
DOV LQ WKH 8QLWHG
6WDWHV  SHUFHQW
RI WKH WRWDO IRO
ORZHG E\ LUULJDWLRQ
SHUFHQW SXEOLF
VXSSO\SHUFHQW
DQG LQGXVWULDO XVHV
 SHUFHQW VHH
)LJXUH  &XPXOD
WLYH ZDWHU XVHV IRU
GRPHVWLF VXSSO\
OLYHVWRFN DTXDFXO
WXUH DQG PLQLQJ
DFFRXQWHG IRU OHVV
WKDQSHUFHQWRIWKH
WRWDO
$V VKRZQ LQ )LJ
XUH  WRWDO ZDWHU
ZLWKGUDZDOV ODUJHO\
VWDELOL]HG EHWZHHQ
DQG)URPWRZLWKGUDZDOVLQFUHDVHGSHU
FHQWIURPWR%JDOG,QWRWDOZLWKGUDZDOVGURSSHG
WR%JDOG:LWKGUDZDOVKDYHÀXFWXDWHGE\OHVVWKDQ%JDOG
EHWZHHQDQG GHVSLWHSRSXODWLRQLQFUHDVHV&KDQJHV
LQLUULJDWLRQDQGWKHUPRHOHFWULFSRZHUZLWKGUDZDOVODUJHO\DFFRXQW
IRUWKLVWUHQG 1DWLRQZLGHWKHQXPEHURILUULJDWHGDFUHVKDVIRO
ORZHGZDWHUXVHSDWWHUQVGRXEOLQJIURPWRDQGUHPDLQ
LQJFRQVWDQWIURPWRDLQFUHDVHLQLUULJDWHGDFUHV
RFFXUUHGIURPWR :DWHUZLWKGUDZDOVIRUWKHUPRHOHF
WULFSRZHUSODQWVKDYHDOVRVWDELOL]HGVLQFHWKDQNVWRUHJXOD
WLRQRIWKLVLQGXVWU\DQGWHFKQRORJLFDODGYDQFHV$VDUHVSRQVHWR
ERWK IHGHUDO OHJLVODWLRQ UHTXLULQJ VWULFWHUZDWHUTXDOLW\ VWDQGDUGV
DQGFRQFHUQVRYHUZDWHU VKRUWDJHV WKH WKHUPRHOHFWULFSRZHU LQ
GXVWU\KDVODUJHO\VZLWFKHGIURPRQFHWKURXJKFRROLQJV\VWHPVWR
FORVHGORRS V\VWHPV WKDW FDQ UHF\FOH WKHZDWHU LQ WKHLU V\VWHPV
ZLWKGUDZLQJDGGLWLRQDOZDWHURQO\DVQHHGHGWRUHSODFHORVVHV
7KHQXPEHURI86UHVLGHQWVVHUYHGE\SXEOLFZDWHUVXSSOLHVKDV
DOVRLQFUHDVHG7KHQDWLRQ¶VSRSXODWLRQJUHZE\SHUFHQWWR
OHDVH RI DJULFXOWXUDO
ZDWHU ULJKWV E\ PX
QLFLSDOLWLHV 3HUPD
QHQWO\ UHPRYHG IURP
DJULFXOWXUDO ODQGV DQG
UXUDO DUHDV ZDWHU GL
YHUVLRQV WR FLWLHV FDQ
KDUP UXUDO HFRQRPLHV
E\ GLPLQLVKLQJ WD[
UHYHQXH UHGXFLQJ UH
WDLO WUDGH DVVRFLDWHG
ZLWK DJULFXOWXUH DQG
VSXUULQJ HPLJUDWLRQ
RIUXUDOUHVLGHQWV%XW
FUHDWLYHQHZWRROVDQG
WHFKQLTXHV DUH EHLQJ
GHYHORSHG WR KHOS XU
EDQ DQG UXUDO DUHDV
VXFFHVVIXOO\ FRH[LVW
E\VKDULQJZDWHU
:KLOH WKHVH WRROV DUH EH
LQJGHYHORSHGERWKVLGHVPXVWH[DPLQHWKHLUZDWHUFRQVXPSWLRQ
DQGWKHDVVRFLDWHGLPSDFWVRQZDWHUVXSSO\DQGTXDOLW\6SULQNOHU
LUULJDWLRQ RI DJULFXOWXUDO ¿HOGV IRU H[DPSOH FDQ UHVXOW LQZDWHU
ORVVHVRIRQO\SHUFHQWGHSHQGLQJRQWKHUHODWLYHKXPLGLW\DLU
WHPSHUDWXUHZLQGVSHHGDQG LUULJDWLRQV\VWHPXVHG $JULFXO
WXUDOSUDFWLFHVXVHFDQDOVRGHJUDGHZDWHUTXDOLW\YLDQLWUDWHUXQRII
IURPIHUWLOL]HUXVHSHVWLFLGH UXQRIIDVVRFLDWHGZLWKZHHGRUGLV
HDVHFRQWURODQGVDOLQL]DWLRQRIGLVFKDUJHZDWHU8UEDQDUHDVDOVR
RIWHQXVHZDWHULQZD\VWKDWÀRXWFRQVHUYDWLRQFRQFHUQV7KLUVW\
ODZQVDQGHYDSRUDWLYHORVVHVFRQVXPHPRUHWKDQKDOIRIGRPHVWLF
KRXVHKROGZDWHUXVHLQDULGFOLPDWHV)RUH[DPSOHRXWGRRUZDWHU
XVHLQ6FRWWVGDOH$UL]RQDDFFRXQWVIRUSHUFHQWRIUHVLGHQWLDO
ZDWHU FRQVXPSWLRQ 8UEDQL]DWLRQFDQDOVRGHJUDGHZDWHUTXDO
LW\WKURXJKVWRUPZDWHUGLVFKDUJHVLQGXVWULDOUHOHDVHVRIDTXDWLF
WR[LQVDQGVHZDJHGLVFKDUJHV
7KH &RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV5HSRUW&DUG DG
GUHVVHV WKHVH LVVXHV)LUVWZHFRQVLGHUZDWHUXVH LQ WKH5RFNLHV
E\H[DPLQLQJWKHGRPLQDQWZDWHUXVHFDWHJRULHVSDWWHUQVLQRWKHU
86 UHJLRQVDQG WKH5RFNLHVDQGFKDQJHV LQZDWHUXVH WKURXJK
WLPH6HFRQGZHGLVFXVVZDWHUDOORFDWLRQVWUDWHJLHVLQFOXGLQJDJ
ULFXOWXUHWRXUEDQWUDQVIHUVDQGFRQVHUYDWLRQLQLWLDWLYHV,QIXWXUH
UHSRUWVZHZLOOIRFXVRQRWKHUNH\GLPHQVLRQVRIZDWHUVXVWDLQ
DELOLW\LQFOXGLQJZDWHUIRUQDWXUDOHFRV\VWHPVZDWHUXVHIRUUHFUH
DWLRQDQGWRXULVPDQGZDWHUTXDOLW\LQWKH5RFNLHV
(VWLPDWHG:DWHU8VHLQWKH8QLWHG6WDWHV
%HIRUHGLVFXVVLQJIXWXUHZDWHUXVHLQWKH5RFNLHVZHPXVWFRQVLG
HUUHJLRQDOZDWHUXVHSDWWHUQVLQWKH8QLWHG6WDWHVDVDZKROH7KH
86*6HVWLPDWHGWKDWLQWRWDOZDWHUZLWKGUDZDOVQDWLRQZLGH
HTXDOHGELOOLRQJDOORQVSHUGD\%JDOG7KHVHZLWKGUDZDOV
RULJLQDWHG HLWKHU IURP VXUIDFHZDWHU HJ ULYHUV VWUHDPV ODNHV
DQG UHVHUYRLUV RU JURXQGZDWHU HJ DTXLIHUV ZKLFK LQ 
FRPSULVHGSHUFHQWDQGSHUFHQWRI WRWDOZDWHUZLWKGUDZDOV
UHVSHFWLYHO\7KH86*6IXUWKHUGLYLGHVZDWHUZLWKGUDZDOVLQWR
HLJKWZDWHUXVHFDWHJRULHVSXEOLFVXSSO\GRPHVWLFVXSSO\LUULJD
WLRQOLYHVWRFNDTXDFXOWXUHLQGXVWULDOPLQLQJDQGWKHUPRHOHFWULF
SRZHU
,QWKHUPRHOHFWULFSRZHUDFFRXQWHGIRUWKHODUJHVWSHUFHQWDJH
7KHUPRHOHFWULF3RZHU
0LQLQJ
/LYHVWRFN
$TXDFXOWXUH
,UULJDWLRQ
,QGXVWULDO
'RPHVWLF6XSSO\
3XEOLF6XSSO\
)LJXUH
6KDUHRI7RWDO:DWHU:LWKGUDZDOV
LQWKH8QLWHG6WDWHVE\&DWHJRU\
6RXUFH86*HRORJLFDO6XUYH\
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3HUFHQW8UEDQYV5XUDO3RSXODWLRQRI5RFNLHV6WDWHV
6RXUFH86&HQVXV%XUHDX
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8UEDQ3RSXODWLRQ
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 PLOOLRQ SHRSOH EHWZHHQ  DQG  ZKLOH GXULQJ WKH
VDPHSHULRGWKHQXPEHURISHUVRQVVHUYHGE\SXEOLFZDWHUVXSSOLHV
WULSOHG %\ WKH86*6GH¿QLWLRQDSXEOLFZDWHUVXSSO\FDQEH
HLWKHUSXEOLFO\RUSULYDWHO\RZQHGDQGVXSSO\ZDWHUIRUGRPHVWLF
LQGXVWULDOFRPPHUFLDORURWKHUSXUSRVHV+RZHYHULQFRQWUDVWWR
GLUHFWZDWHUZLWKGUDZDOE\DSULYDWHXVHUWKHSXEOLFZDWHUVXSSO\
PXVWSURYLGHZDWHUWRDWOHDVWSHRSOHRUKDYHDPLQLPXPRI
VHUYLFH FRQQHFWLRQV 7KHJURZWK WUHQG LQ SXEOLF VXSSOLHVPD\
UHODWHQRWRQO\WRSRSXODWLRQJURZWKEXWDOVRWRXUEDQL]DWLRQ$V
PRUH$PHULFDQVPRYHWRFLWLHVWKHDPRXQWRIZDWHUVXSSOLHGE\
SXEOLFHQWLWLHVKDVUHSODFHGVHOIVXSSOLHGZLWKGUDZDOVIURPZHOOV
(VWLPDWHG:DWHU8VHLQWKH5RFNLHV&RPSDUHGWRWKH86
)LJXUHVKRZVWKHJHRJUDSKLFGLVWULEXWLRQRIZDWHUZLWKGUDZDOV
E\86UHJLRQ2IWKHQLQH86&HQVXVGLYLVLRQVWKH0RXQWDLQ
'LYLVLRQ ZKLFK FRUUHVSRQGV WR WKH HLJKWVWDWH 5RFNLHV 5HJLRQ
ZDVUHVSRQVLEOHIRUSHUFHQWRIWRWDOZDWHUZLWKGUDZDOVUDQN
LQJWKLUGEHKLQGWKH6RXWK$WODQWLF'LYLVLRQSHUFHQWDQGWKH
3DFL¿F'LYLVLRQSHUFHQW
:DWHUZLWKGUDZDOSDWWHUQVLQWKH5RFNLHVGLIIHUIURPWKRVHLQWKH
UHVW RI WKH QDWLRQ DV LOOXVWUDWHG LQ )LJXUH  ,UULJDWLRQ FRPSULV
HV WKH ODUJHVWZDWHUXVH LQ WKH5RFNLHVHTXDOLQJSHUFHQW LQ
7KHUPRHOHFWULFSRZHUDFFRXQWVIRURQO\SHUFHQWRI WR
WDOZLWKGUDZDOVUDQNLQJIRXUWKEHKLQGLUULJDWLRQSXEOLFVXSSOLHV
DQGDTXDFXOWXUH $VVKRZQLQ)LJXUHWKHKLVWRULFDOWUHQGVLQ
UHJLRQDOZDWHU XVH UHYHDOHG  GHFOLQLQJ LUULJDWLRQZDWHU XVH LQ
WKHVDQGGHFOLQLQJWRWDOZDWHUZLWKGUDZDOVRYHUWKHVDPH
SHULRG7KHFRUUHODWLRQEHWZHHQWRWDOZDWHUZLWKGUDZDOVDQGLUULJD
WLRQZLWKGUDZDOVGHPRQVWUDWHVWKHLPSRUWDQFHRILUULJDWLRQLQWKH
:HVW'HFOLQHVLQDJULFXOWXUHLQWKHDJULFXOWXUHVHFWRUPD\EHRQH
H[SODQDWLRQIRUUHGXFHGLUULJDWLRQZLWKGUDZDOVWKH&RORUDGR
&ROOHJH6WDWHRIWKH5RFNLHV5HSRUW&DUG QRWHVWKDWWKHUHJLRQORVW

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6RXWK$WODQWLF
1HZ(QJODQG
0LGGOH$WODQWLF
(DVW6RXWK&HQWUDO
:HVW6RXWK&HQWUDO
(DVW1RUWK&HQWUDO
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0RXQWDLQ
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6KDUHRI7RWDO:DWHU:LWKGUDZDOV
E\&HQVXV'LYLVLRQ
6RXUFH86*HRORJLFDO6XUYH\
)LJXUH 
7UHQGVLQ3RSXODWLRQ7RWDO:DWHU:LWKGUDZDOVDQG6HOHFWHG&DWHJRULHV
6RXUFH 86*HRORJLFDO6XUYH\
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6RXWK$WODQWLF
1HZ(QJODQG
0LGGOH$WODQWLF
(DVW6RXWK&HQWUDO
:HVW6RXWK&HQWUDO
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)LJXUH 
:DWHU:LWKGUDZDOVLQ86E\&HQVXV5HJLRQ
6RXUFH86*HRORJLFDO6XUYH\
)LJXUH 
&KDQJHLQ3RSXODWLRQ7RWDO:DWHU:LWKGUDZDOV
DQG,UULJDWLRQ:LWKGUDZDOVLQWKH5RFNLHV
6RXUFH86*HRORJLFDO6XUYH\
)LJXUH 
&KDQJHLQ3RSXODWLRQDQG3XEOLF6XSSO\:LWKGUDZDOVLQWKH5RFNLHV

6RXUFH86*HRORJLFDO6XUYH\
7KHUPRHOHFWULF3RZHU
0LQLQJ
/LYHVWRFN
$TXDFXOWXUH
,UULJDWLRQ
,QGXVWULDO
'RPHVWLF6XSSO\
3XEOLF6XSSO\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
DFUHVRI IDUPODQGDQG UDQFKODQGDQQXDOO\ IURP WR

3XEOLFVXSSO\ZLWKGUDZDOVLQWKH5RFNLHV5HJLRQKDYHLQFUHDVHG
VWHDGLO\VLQFHEXWDWDPXFKKLJKHUSDFH WKDQ WKHQDWLRQDO
DYHUDJH)LJXUH)URPWRSXEOLFVXSSO\ZLWKGUDZDOV
JUHZE\SHUFHQWLQWKH5RFNLHVDSSUR[LPDWHO\WLPHVJUHDWHU
WKDQWKHQDWLRQDODYHUDJHRISHUFHQW7KLVKLJKJURZWKFRUUH
VSRQGVZLWKWKHKLJKHUSRSXODWLRQJURZWKLQWKH5RFNLHVUHODWLYH
WRWKH86DYHUDJHWLPHVWKHQDWLRQDODYHUDJHIURPWR

(VWLPDWHG:DWHU8VHLQWKH5RFNLHV
:LWKLQWKH5RFNLHV,GDKRKDGWKHKLJKHVWWRWDOZDWHUZLWKGUDZDOV
LQHTXDOWRSHUFHQWRIWKHWRWDO)LJXUH$VVKRZQLQ
)LJXUHDQG7DEOHWKHPDMRULW\RIWKH,GDKRZLWKGUDZDOVZHUH
IRULUULJDWLRQSHUFHQWRIWRWDOZLWKGUDZDOV7KLVODUJHYRO
XPHRILUULJDWLRQZLWKGUDZDOVPDNHVVHQVHFRQVLGHULQJWKDW,GDKR
KDVWKHKLJKHVWQXPEHURILUULJDWHGDFUHVLQWKH:HVWDQGWKH¿IWK
KLJKHVWLQWKHQDWLRQ &RORUDGRDQG,GDKRWRJHWKHUDFFRXQWIRU
SHUFHQWRILUULJDWHGDFUHVDQGSHUFHQWRIWRWDOZDWHUZLWK
GUDZDOVLQWKH5RFNLHV,GDKRUDQNVVHFRQGQDWLRQDOO\LQLUULJD
WLRQZLWKGUDZDOVEHKLQGRQO\&DOLIRUQLD 7KXVLUULJDWLRQZLWK
GUDZDOVGLFWDWHVWDWHZDWHUXVHSDWWHUQVLQWKH5RFNLHV5HJLRQ
3XEOLFVXSSO\LVWKHVHFRQGKLJKHVWZDWHUXVHLQWKH5RFNLHVEXW
RQO\UHSUHVHQWVSHUFHQWRIWKHUHJLRQ¶VWRWDOXVH$UL]RQDKDV
WKHKLJKHVWSXEOLFVXSSO\ZLWKGUDZDOVLQWKH5RFNLHVSHUFHQW
&RPELQHG&RORUDGR DQG$UL]RQD DFFRXQW IRU  SHUFHQW RI WKH
UHJLRQ¶VSXEOLFVXSSO\ZLWKGUDZDOV$OWKRXJKSXEOLFVXSSO\UHS
UHVHQWV D VPDOO SHUFHQWDJH RI WRWDOZDWHU XVH LQ WKLV UHJLRQ WKH
DFFHOHUDWLQJDQGFRQFHQWUDWHGGHPDQGVIRUUHOLDEOHZDWHUVXSSOLHV
IRUWKHUHJLRQ¶VXUEDQFHQWHUVZLOOFUHDWHPRUHWHQVLRQVZLWKDJUL
FXOWXUDOZDWHUXVHUV
$JULFXOWXUDO7UDQVIHUV)DUP(FRQRPLFVDQG:DWHU6FDUFLW\
:DWHUXVHGDWDFROOHFWHGE\WKH86*6LQGLFDWHWKHLPSRUWDQFHRI
DJULFXOWXUDOZDWHUXVHLQWKH5RFNLHV2QHRSWLRQWRDGGUHVVXU
EDQZDWHUVXSSO\SUREOHPVLVDJULFXOWXUDOZDWHUWUDQVIHUV:DWHU
WUDQVIHUVIURPDJULFXOWXUDOWRXUEDQXVHVKDYHEHHQLQFUHDVLQJLQ
:HVWHUQVWDWHVGXH WRXUEDQJURZWK WKHGHFOLQLQJDJULFXOWXUDO
HFRQRP\ DQG JURXQGZDWHU RYHUGUDIW FRQFHUQV  2WKHU SUHV
VXUHVRQWUDGLWLRQDOZDWHUVXSSOLHVLQFOXGHUHFHQWGURXJKWIXOO\
DSSURSULDWHGULYHUVZKHUHDOOZDWHULVUHVHUYHGIRUH[LVWLQJZD
WHUULJKWVDQGRWKHUOHJDOUHTXLUHPHQWVVXFKDVLQWHUVWDWHFRPSDFW
GHOLYHU\ UHTXLUHPHQWV DQG WKHGHFOLQHRI IHGHUDO IXQGLQJ IRU
ODUJHZDWHUSURMHFWV7KHODFNRIQHZZDWHUSURMHFWVUHVXOWV LQ
QRDGGLWLRQDOVWRUDJHFDSDFLW\SURYLGLQJDEXQGDQWVXUIDFHZDWHU
GXULQJHDUO\VSULQJEXWOLPLWHGVXSSOLHVLQODWHVXPPHU
$JULFXOWXUDOHFRQRPLFVKDVEHHQVWURQJO\DIIHFWHGE\WZRIDF
WRUVWKHGHFOLQHRIDJULFXOWXUH¶VSUR¿WDELOLW\UHODWLYHWRRWKHUVHF
WRUVDQGWKHFRQFHQWUDWLRQRIDJULFXOWXUDORSHUDWLRQVLQWRODUJHU
DQGPRUHHI¿FLHQWXQLWV,QIDUPHPSOR\PHQWDFFRXQWHG
IRUSHUFHQWRIWRWDOHPSOR\PHQWLQWKH5RFNLHVZKHUHDVLQ
 IDUPHPSOR\PHQW HTXDOHGRQO\SHUFHQWRI WRWDO HP
SOR\PHQW 7KHDYHUDJHIDUPVL]HLQWKH5RFNLHVKDVDOVRLQ
FUHDVHGGXHWRPHFKDQL]DWLRQDQGHFRQRPLHVRIVFDOH,Q
WKHDYHUDJHIDUPVL]HZDVDFUHVFRPSDUHGWRDFUHV
LQ  WKH KLVWRULFDOPD[LPXPZDV  DFUHV LQ 
0RUH HI¿FLHQW ODUJHU IDUPV DQG LPSURYHPHQWV LQ DJULFXOWXUDO
WHFKQRORJ\DQGLQSXWVKDYHOHGWRKLJKHUFURS\LHOGVDQGORZHU
FRPPRGLW\SULFHVZKLFKKDYHLQWXUQSURPRWHGODUJHUIDUPV
'URXJKWQDWXUDOGLVDVWHUVDQGFURSDQGOLYHVWRFNGLVHDVHVKDYH
IRUFHGPDQ\VPDOOHUIDUPVDQGUDQFKHVRXWRIEXVLQHVV )RU
H[DPSOHPHORQJURZHUVLQ5RFN\)RUG&RORUDGRKDYHVXIIHUHG
IURP ORZ SULFHV VWRUP GDPDJH D VDOPRQHOOD VFDUH UHFXUULQJ
GURXJKWDQGZDUPHUWHPSHUDWXUHVWKDWKDUPHGFULWLFDOFURSV
7KHVLJQL¿FDQWHFRQRPLFSUHVVXUHVSODFHGRQDJULFXOWXUHRYHU
WKHODVWVHYHUDOGHFDGHVKDYHLQFUHDVHGWKHLPSRUWDQFHRIDJUL
FXOWXUHWRXUEDQZDWHUWUDQVIHUV
$QRWKHUPRWLYDWLRQIRUDJULFXOWXUDOZDWHUWUDQVIHUVLVWKHRZQ
HUVKLSRIVHQLRUZDWHUULJKWVE\:HVWHUQIDUPHUVDQGUDQFKHUV
6LQFHWKHHDUO\VPRVWRIWKHULYHUVLQWKLVUHJLRQKDYHEHHQ
IXOO\ DSSURSULDWHG7RREWDLQ DQHZZDWHU VRXUFH D FLW\PXVW
SXUFKDVHZDWHU ULJKWV IURP DQRWKHU HQWLW\ XQOHVV WKH FLW\ DO
UHDG\RZQVXQGHYHORSHGULJKWV7KHPDUNHWYDOXHRIWKHZDWHU
ULJKW LV ODUJHO\GHWHUPLQHGE\ VHQLRULW\6HQLRULW\ LV EDVHGRQ
WKH\HDUWKHZDWHUULJKWZDVHVWDEOLVKHGNQRZQDVWKH³SULRU
LW\GDWH´RU³DSSURSULDWLRQGDWH´DQZDWHUULJKWLVVHQLRU
WRDQZDWHUULJKW(DFK\HDUWKHZDWHUXVHUZLWKWKHPRVW
VHQLRU ULJKWPD\ XVH WKHLU IXOO DOORFDWLRQ DVVXPLQJ WKHZDWHU
VRXUFHFDQSURYLGHLW7KHQWKHXVHUZLWKWKHQH[WVHQLRUULJKW
FDQXVH WKHLUDOORFDWLRQDQGVRRQ,Q WLPHVRIZDWHUVFDUFLW\
MXQLRUULJKWKROGHUVPLJKWQRWUHFHLYHSDUWRUDOORIWKHLUDOORFD
WLRQ%HFDXVHWKH+RPHVWHDG$FWRIDWWUDFWHGUDQFKHUVDQG
IDUPHUVWR:HVWHUQODQGVLQFORVHSUR[LPLW\WRULYHUVWKHVHHDUO\
VHWWOHUVJHQHUDOO\REWDLQHGWKHPRVWYDOXDEOHVHQLRUULJKWV
&OLPDWHIDFWRUVLQFOXGLQJF\FOLFDOGURXJKWVDQGWKHSRVVLELOLW\
RI KXPDQLQGXFHG JOREDO FOLPDWH FKDQJH ZLOO DOVR LQÀXHQFH
IXWXUHZDWHUDYDLODELOLW\&OLPDWHFKDQJHPD\DIIHFWSUHFLSLWD
WLRQUDWHVWKHDPRXQWRIVQRZSDFNDYDLODEOHIRUVSULQJUXQRII
DQGWKHWLPLQJRIVQRZPHOWLQWKH5RFNLHV 7KH6WDWHRI
WKH5RFNLHV5HSRUW&DUG IHDWXUHGDFOLPDWHPRGHOVKRZLQJ D
SHUFHQW UHGXFWLRQRI$SULO  VQRZSDFNE\ DVVXPLQJ
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6KDUHRI5RFNLHV:DWHU:LWKGUDZDOVE\6WDWH
6RXUFH86*HRORJLFDO6XUYH\
:\RPLQJ
8WDK
1HZ0H[LFR
1HYDGD
0RQWDQD
,GDKR
&RORUDGR
$UL]RQD
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
6WDWH 3XEOLF
6XSSO\
'RPHVWLF
6XSSO\
,QGXVWULDO ,UULJDWLRQ $TXDFXO
WXUH
/LYHVWRFN 0LQLQJ 7KHUPRHOHF
WULF3RZHU
7RWDO
0JDOG
$UL]RQD         
&RORUDGR         
,GDKR         
0RQWDQD         
1HYDGD         
1HZ0H[LFR         
8WDK         
:\RPLQJ         
3HUFHQWRI
7RWDO8VDJH
        
7DEOH
5RFNLHV6WDWH:DWHU8VHE\&DWHJRU\SHUFHQW
6RXUFH86*HRORJLFDO6XUYH\
    
:\RPLQJ
8WDK
1HZ0H[LFR
1HYDGD
0RQWDQD
,GDKR
&RORUDGR
$UL]RQD
%LOOLRQVRI*DOORQVSHU'D\
³EXVLQHVV DV XVXDO´ FDUERQGLR[LGH HPLVVLRQ JURZWK UDWHV DQG D
PHGLXPVHQVLWLYLW\FOLPDWHPRGHO$QH[DPSOHRISRWHQWLDOFOL
PDWHFKDQJHLPSDFWVRQWKH5RFNLHV5HJLRQLVVKRZQIRUWKHULYHU
EDVLQVLQ)LJXUHDQG7DEOHLQFOXGLQJZLQWHUWHPSHUDWXUHDQ
QXDOSUHFLSLWDWLRQDQGVQRZSDFNDVRI$SULO$OWKRXJKPDMRU
FKDQJHVLQVQRZSDFNDUHSURMHFWHGWKHLPSDFWVRQDQQXDOSUHFLSL
WDWLRQDUHPRUHPRGHVWDQGUDQJHIURPULYHUEDVLQVWKDWPD\KDYH
LQFUHDVHGWRWDOSUHFLSLWDWLRQHJ WKH3DFL¿F1RUWKZHVWDQG0LV
VRXULDVZHOODVVRPHH[SHFWHGWRKDYHORZHUOHYHOVHJWKH$U
NDQVDV:KLWH5HG6XFKSURMHFWHGYDULDELOLW\ZLOO OLNHO\ LPSDFW
IXWXUHZDWHUVXSSOLHVPDNLQJWKHDFTXLVLWLRQRIVHQLRUZDWHUULJKWV
HYHQPRUHLPSRUWDQWWRUHGXFHXVHUV¶ULVNRIZDWHUVKRUWDJHVGXU
LQJWLPHVRIGURXJKW
5HOLDQFHRQQRQUHQHZDEOHJURXQGZDWHUDOVRFRQWULEXWHVWRZDWHU
VXSSO\SUREOHPV0DQ\JURXQGZDWHUVRXUFHVDUHQRWUHSOHQLVKHG
E\ VXUIDFHZDWHU ÀRZV$W WKH WLPH RI IRXQGLQJPDQ\ FLWLHV LQ
WKH5RFNLHVWDSSHGLQWRQRQUHQHZDEOHJURXQGZDWHUJLYHQLWVFORVH
SUR[LPLW\DQGODUJHDSSDUHQWFDSDFLWLHV)RUH[DPSOHWKH'HQYHU
%DVLQ$TXLIHUZKLFK VHUYHV D ODUJHSRUWLRQRI&RORUDGR¶V)URQW
5DQJHZDVHVWLPDWHGWRFRQWDLQDSSUR[LPDWHO\PLOOLRQDFUH
IHHWRIZDWHUDQDFUHIRRWJHQHUDOO\FDQVHUYHRQHWRWKUHHKRXVH
KROGVIRUD\HDU :KDWSODQQHUVDQGGHYHORSHUVGLGQRWFRQVLGHU
ZDVWKDWORZHULQJWKHZDWHUWDEOHWKURXJKJURXQGZDWHUZLWKGUDZ
DOVOHDGVWRKLJKHUSXPSLQJFRVWV 6HYHUDOVWDWHVLQWKH5RFNLHV
DUH FXUUHQWO\ DGGUHVVLQJ WKH SUREOHPRI GHFUHDVLQJ JURXQGZDWHU
VXSSOLHV)RUH[DPSOH$UL]RQDKDVVXVWDLQDEOHSXPSLQJUHTXLUH
PHQWVIRUJURXQGZDWHUDQG,GDKRKDVOLPLWVRQQHZJURXQGZDWHU
SXPSLQJIURPWKH(DVW6QDNH3ODLQV$TXLIHU*LYHQWKHVHFRQFHUQV
UHODWHG WR RYHU XVH DQG GHSOHWLRQ RI JURXQGZDWHU VRXUFHV RWKHU
ZDWHUVRXUFHVDUHLQFUHDVLQJO\VRXJKW
$V QRWHG DERYH LUULJDWLRQ FXUUHQWO\ GRPLQDWHVZDWHU XVH LQ WKH
5RFNLHV+RZHYHUIDUPHUVKDYHVXIIHUHGERWKIURPQDWXUDOHYHQWV
VXFK DV GURXJKWV DQG IURP HFRQRPLF IDFWRUV VXFK DV ORZ SUR¿W
PDUJLQV*LYHQWKHVFDUFLW\RI:HVWHUQZDWHUUHVRXUFHVWKHWUDQV
IHURIZDWHUIURPDJULFXOWXUHWRFLWLHVFRXOGEHDQLPSRUWDQWPHDQV
RIDGGUHVVLQJZDWHUDYDLODELOLW\SUREOHPV7KH³DJULFXOWXUDOUHVHU
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6 )LJXUH 
:DWHU:LWKGUDZDOVLQWKH5RFNLHVE\6WDWHDQG&DWHJRU\
6RXUFH86*HRORJLFDO6XUYH\
7KHUPRHOHFWULF3RZHU
0LQLQJ
/LYHVWRFN
$TXDFXOWXUH
,UULJDWLRQ
,QGXVWULDO
'RPHVWLF6XSSO\
3XEOLF6XSSO\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
YRLU´LVWKHODUJHVWH[LVWLQJVRXUFHRIZDWHULQWKH5RFNLHVVHH
GLVFXVVLRQDERYHEXWVXFKWUDQVIHUVKDYHORQJWHUPLPSOLFD
WLRQVDQGLWLVXQNQRZQKRZWKH\ZLOODIIHFWUXUDOHFRQRPLHV
DQGFRPPXQLWLHV
7KH(YROXWLRQRI:HVWHUQ:DWHU7UDQVIHUV
:DWHU WUDQVIHUV KDYH D ORQJ
KLVWRU\ LQ WKH 5RFNLHV DQG
KDYH HYROYHG VLQFH WKH WK
FHQWXU\ (DUO\ WUDQVIHUV ZHUH
NQRZQDV³ZDWHUIDUPLQJ´E\
ZKLFKFLWLHVZRXOGSXUFKDVHD
IDUP OHDYH WKH ODQGIDOORZRU
OHDVHZDWHU EDFN WR DQ LUULJD
WRU ZKLOH ZDLWLQJ WR FRQYHUW
WKH DVVRFLDWHG ZDWHU ULJKWV
,Q  WKH OHJDO SUHFHGHQW
IRU WUDQVIHUV LQ &RORUDGR ZDV
HVWDEOLVKHG E\ WKH &RORUDGR
6XSUHPH &RXUW DSSURYLQJ
DQ LUULJDWLRQ ZDWHU WUDQVIHU
WR&RORUDGR6SULQJV  ,Q WKH
VDQGVWKHFLWLHVRI
$XURUDDQG7KRUQWRQ&RORUD
GRERXJKWPRVWRI WKH LUULJD
WLRQZDWHUULJKWVLQUXUDO6RXWK
3DUN&RORUDGRDSSUR[LPDWHO\
 PLOHV WR WKH VRXWKZHVW
,Q$UL]RQDZDWHU IDUPLQJEH
FDPHPRUHDQGPRUHFRPPRQ
ZLWKJURXQGZDWHUGHSOHWLRQLQ
WKHVDQGV
:LWK WKH GHFOLQLQJ HFRQRPLF
LPSRUWDQFHRIDJULFXOWXUHZD
WHU ULJKWV KDYH EHFRPH D VRUW
RISHQVLRQRUEDLORXWSODQIRU
PDQ\ IDUPHUV LQ WKH5RFNLHV
+RZHYHUWKHGU\LQJXSRIDJ
ULFXOWXUDO ODQG KDV VLJQL¿FDQW
LPSOLFDWLRQV IRU UXUDO HFRQR
PLHV2QHH[DPSOHLVWKHSURS
HUW\WD[EDVHRI0RUJDQ&RXQW\&RORUDGR,QMXQLRUZHOOV
ZHUHVKXWGRZQWRSURWHFWVHQLRUVXUIDFHZDWHUULJKWVZLWKHVWLPDWHG
SURSHUW\YDOXHORVVHVRIPLOOLRQDVRQFHLUULJDWHGODQGVZHUHUHFODV
VL¿HGDVGU\ODQG
7KHVHFRQGDU\FRVWVRIZDWHUWUDQVIHUVKDYHVSXUUHGSXEOLFRXWFU\LQUX
UDODUHDVDQGLQFUHDVHGDZDUHQHVVRIHTXLW\LVVXHV)ROORZLQJWKH
WUDQVIHURI5RFN\)RUG'LWFKZD
WHUIURPUXUDO5RFN\)RUGWRXUEDQ
$XURUD&RORUDGRWKHFLW\RI$XUR
UDDGGUHVVHGWKLUGSDUW\LPSDFWVRI
WKHZDWHUWUDQVIHUE\UHVHHGLQJWKH
DIIHFWHGODQGZLWKQDWLYHSODQWVDQG
FRPSHQVDWLQJ UXUDO 2WHUR &RXQW\
IRU ORVW WD[ UHYHQXH DV LUULJDWHG
ODQGV ZHUH UHFODVVL¿HG DV ORZHU
YDOXHGU\ODQGV :KLOHPDQ\FLW
LHV KDYH SXUVXHG YDULRXV W\SHV RI
HTXLWDEOH VROXWLRQV WRZDWHU WUDQV
IHUV WKH JHQHUDO SXEOLF IUHTXHQWO\
EODPHVWKHUHJLRQ¶VJURZLQJFLWLHV
DQG OLPLWHG FRQVHUYDWLRQ HIIRUWV
+RZHYHUORZHUFRPPRGLW\SULFHV
DUH ZKDW SURPRWH ZDWHU WUDQVIHUV
IRUVWUXJJOLQJIDUPHUV7KDWLQWXUQ
GHJUDGHV WKH UXUDO HFRQRP\ DQG
IXUWKHU SXVKHV VPDOO RSHUDWRUV RII
WKHODQG
(FRQRPLF ,PSDFWV RI :DWHU
7UDQVIHUV
$OWKRXJK WKH DJULFXOWXUDO VHFWRU
KDV GHFOLQHG LQ HFRQRPLF LPSRU
WDQFH LQ WKH 5RFNLHV DJULFXOWXUDO
DUHDV KDYH UHVSRQGHG TXLWH GLI
IHUHQWO\ WR WKH HFRQRPLF LPSDFWV
RIZDWHU WUDQVIHUV+RZH DQG*R
HPDQVVWXGLHGWKHLPSDFWRIZDWHU
WUDQVIHUV LQWKH6RXWK3ODWWH%DVLQ
DQG$UNDQVDVULYHUEDVLQRI&RORUD
GR6HYHUDOIDFWRUVUHODWHGWRZDWHU
WUDQVIHUVDQGWKHUHJLRQDOHFRQRP\
)LJXUH
5LYHU %DVLQVDQG0DMRU5LYHUV
6QDNH5
&RORUDGR5
*UHHQ5
*LOD5
6DOW5
5LR*UDQGH5
3HFRV5
%UD]RV5
&DQDGLDQ5
$UNDQVDV5
%HDU5
1RUWK3ODWWH5
<HOORZVWRQH5
0LVVRXUL5)ODWKHDG5
&ODUN)RUN5
LWH5HG
DV*XOI
0DMRU5LYHU
5LYHU%DVLQ5HJLRQV
:LQWHU7HPSHUDWXUH
'HJUHHV&HOVLXV
3UHFLSLWDWLRQ&HQWLPHWHUVFP
3HU<HDU
6QRZSDFN &HQWLPHWHUVFPRI
6QRZ:DWHU(TXLYDOHQFHRQ$SULO
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&KDQJH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FP 3HUFHQW FP 3HUFHQW
$UNDQVDV:KLWH5HG           
&DOLIRUQLD           
*UHDW%DVLQ           
/RZHU&RORUDGR           
0LVVRXUL           
3DFL¿F1RUWKZHVW           
5LR*UDQGH           
7H[DV*XOI           
8SSHU&RORUDGR           
7DEOH
&KDQJHLQ 5LYHU%DVLQ5HJLRQ7HPSHUDWXUH
3UHFLSLWDWLRQDQG6QRZSDFNWR
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FRQWULEXWHGWRDPXFKODUJHULPSDFWLQWKH$UNDQVDV%DVLQWKDQLQ
WKH3ODWWHEDVLQ6SHFL¿FDOO\ WKHHFRQRPLFLPSDFWVGHSHQGHGRQ
WKHVL]HRIWKHWUDQVIHUWKHYLWDOLW\RIWKHUHJLRQ¶VSUHWUDQV
IHUHFRQRP\DQGWKHXOWLPDWHGHVWLQDWLRQDQGXVHRIWKHWUDQVIHU
HJLQVLGHRURXWVLGHWKHEDVLQQHZZDWHUXVHRUQRW ,QWKH$U
NDQVDV9DOOH\SHUFHQWRIWKHZDWHUWUDQVIHUVZHUHODUJH
DFUHIHHWZHUHWUDQVIHUUHGIURP±DQGOHIWWKHEDVLQ,Q
FRQWUDVWLQWKH6RXWK3ODWWH%DVLQWUDQVIHUVZHUHJHQHUDOO\VPDOOHU
DQGVWD\HGZLWKLQWKHEDVLQ7KH$UNDQVDV5LYHU%DVLQDOVRKDGD
OHVVUREXVWSUHWUDQVIHUHFRQRP\WKDQWKH3ODWWH5LYHUEDVLQ7KH
UHVXOWLQJLPSDFWVRQLQFRPHDQGWD[HVLQWKHEDVLQVZHUHHVWLPDWHG
DWSHUDFUHIRRWDQGSHUDFUHIRRWUHVSHFWLYHO\
7KHFRQFHQWUDWLRQRIDJULFXOWXUHDOVRDIIHFWVWKHHFRQRPLFLPSDFW
RIZDWHUWUDQVIHUV)RUH[DPSOHLQWKHVL[FRXQWLHVLQ&RORUDGR¶V
/RZHU$UNDQVDV9DOOH\%HQW&URZOH\/DV$QLPDV2WHUR3XHE
OR DQG.LRZD WKH SURSRUWLRQ RI IDUP LQFRPH  SHUFHQWZDV
GRXEOH WKH &RORUDGR DYHUDJH  SHUFHQW IRU  H[FOXGLQJ
3XHEOR&RXQW\ WKH UHJLRQ¶V IDUP LQFRPH MXPSV WR  SHUFHQW RI
WRWDOSHUVRQDO LQFRPH 7DEOH 7KLVGHPRQVWUDWHV WKH LPSRU
WDQFHRIDJULFXOWXUHLQWKH/RZHU$UNDQVDV9DOOH\,QSDVWGHFDGHV
WKLVDUHDKDVH[SHULHQFHGODUJHZDWHUWUDQVIHUVIURPWKHEDVLQVHH
DERYHLQFOXGLQJWKH5RFN\)RUGSXUFKDVHVDQGDDFUH
IRRWSXUFKDVHIURPWKH&RORUDGR&DQDO)LJXUHZKLFK
VKRZVWKHGHFUHDVHLQLUULJDWHGDFUHVIURPWRLQWKHVH
FRXQWLHV VXJJHVWV WKH LPSDFW RI ZDWHU WUDQVIHUV$OWKRXJK VXFK
WUDQVIHUVSURYLGHVKRUWWHUPHFRQRPLFEHQH¿WVWRVWUXJJOLQJIDUPV
WKHORQJWHUPDQGUHJLRQDOLPSDFWRIORZHUWD[UHYHQXHVZHDNHU
UHWDLOVDOHVDQGSRSXODWLRQORVVHVWKUHDWHQWKHHFRQRPLFYLWDOLW\RI
WKH$UNDQVDV9DOOH\
$OWHUQDWLYH:DWHU7UDQVIHU6WUDWHJLHV
:DWHUWUDQVIHUVQHHGQRWKDUPUXUDODUHDVWRSURYLGHZDWHUWRDPX
QLFLSDOLW\DQGQHZZDWHUVWUDWHJLHVKDYHEHHQGHYHORSHGWREHQH¿W
ERWKWRZQDQGFRXQW\6RPHRIWKHPHWKRGVWKDWKDYHEHHQGHYHO
RSHGLQFOXGHLQWHUUXSWLEOHVXSSO\DJUHHPHQWVURWDWLRQDOIDOORZLQJ
RU³FURSPDQDJHPHQW´DUUDQJHPHQWVZDWHUEDQNLQJDOWHUQDWLYH
FURSSLQJRULUULJDWLRQSUDFWLFHVDQGSXUFKDVHOHDVHEDFNDUUDQJH
PHQWV&LWLHVKDYHDOVRLQLWLDWHGFRQVHUYDWLRQSURJUDPVWRH[WHQG
WKHLUZDWHUVXSSOLHVDQGOLPLWGURXJKWLPSDFWV
,QWHUUXSWLEOHVXSSO\DJUHHPHQWV,6$VDOORZFLWLHVRURWKHUZDWHU
XVHUVWRFRQWUDFWZLWKZDWHUULJKWVKROGHUVIRUXVHRIWKHULJKWLQ
WLPHVRIGURXJKW $JUHHPHQWVPD\LQFOXGHDQLQGLYLGXDOSD\PHQW
GXULQJ D GURXJKW DQQXDO SD\PHQWV RU D ³VLJQLQJ ERQXV´ ,6$V
DUHKHOSIXOLQVXSSOHPHQWLQJXUEDQVXSSOLHVRQO\ZKHQQHFHVVDU\
UDWKHU WKDQ WUDQVIHUULQJD ULJKWSHUPDQHQWO\DW WKH ULVNRIGU\LQJ
XSDJULFXOWXUDOODQGDQGKDUPLQJUXUDOHFRQRPLHV+RZHYHU,6$V
DUH QRW D ORQJWHUP VROXWLRQ IRUPXQLFLSDOLWLHV ,6$V FDQ FUHDWH
SUREOHPVVXFKDVODQGVFDSHPDQDJHPHQWHJZHHGFRQWUROZLWK
QRZDWHUDYDLODEOHIRUDJULFXOWXUDOSHVWLFLGHVGXULQJXUEDQGURXJKW
SHULRGVDQGWKH\DUHQRWIHDVLEOHLIWKHZDWHUWUDQVIHULQIUDVWUXFWXUH
GRHVQRWDOUHDG\H[LVW
5RWDWLRQDOFURSPDQDJHPHQWDJUHHPHQWVDUHHVWDEOLVKHGE\DJURXS
RIIDUPHUVZKRDJUHHWRSHULRGLFDOO\IDOORZSRUWLRQVRIWKHLUODQGV
WUDQVIHUULQJDFRQVLVWHQWZDWHUVXSSO\ WR WKHEX\HU7KHVHDJUHH
PHQWV SURYLGH VXSSOHPHQWDO DQQXDO EDVHZDWHU VRXUFHV WR XUEDQ
DUHDVUHGXFHGHPDQGVRQDTXLIHUVDQGGHFUHDVHDJULFXOWXUDOODQG
GU\XSUDWHV7KHPDMRUOLPLWDWLRQVRIURWDWLRQDOFURSPDQDJHPHQW
DJUHHPHQWV LQFOXGHKLJKHU WUDQVDFWLRQFRVWV WKDQSHUPDQHQW ODQG
GU\XSDQGORZHUZDWHUDYDLODELOLW\GXULQJGURXJKW\HDUVWKHDJ
ULFXOWXUDOSURYLGHUPLJKWEHDMXQLRUULJKWKROGHULQZKLFKFDVHD
SRUWLRQRIWKHDOORFDWLRQPLJKWQRWEHDYDLODEOH6LPLODUWR,6$V
DQH[LVWLQJZDWHULQIUDVWUXFWXUHPXVWDOVREHLQSODFHWRGHOLYHUWKH
ZDWHU
:DWHUEDQNLQJLVDQRWKHUXVHIXO WUDQVIHU WRRO:DWHUEDQNVVHUYH
DVDQLQWHUPHGLDU\EHWZHHQZDWHUXVHUVDQGULJKWVKROGHUVDOORZ
LQJXQXVHGZDWHUULJKWVWREHOHDVHGIRUSUHVHQWRUIXWXUHXVH:D
WHU EDQNV DOORZXVHUV WR VWRUH H[FHVVZDWHU IRU WKHLU RZQ IXWXUH
XVHDQGSURWHFWDJDLQVWH[FHVVZDWHUORVV*LYHQWKDWDJUHHPHQWV
FDQEHVKRUWWHUPLQQDWXUHZDWHUEDQNVDOVRSURWHFWGRZQVWUHDP
XVHUVDVZHOOLHZDWHUFDQEHUHOHDVHGIURPWKHEDQN$VRQH
H[DPSOH ,GDKR¶V:DWHU 6XSSO\ %DQN FRQVLVWV RI WZR W\SHV RI
ZDWHUEDQNVVWRUDJHZDWHUULJKWVDQGGLUHFWÀRZULJKWVVHH&DVH
6WXG\ ,GDKR:DWHU%DQN :DWHUEDQNVFDQDOVREHXVHG WR
VDWLVI\LQWHUVWDWHZDWHUFRPSDFWREOLJDWLRQVE\EXGJHWLQJZDWHULQ
JURXQGZDWHUDQGVXUIDFHZDWHUEDQNV)RUH[DPSOH1HYDGDDQG
$UL]RQDKDYHDJURXQGZDWHUEDQNLQJDJUHHPHQWE\ZKLFKXQXVHG
SRUWLRQVRI1HYDGD¶V&RORUDGR5LYHUDOORFDWLRQDUHWREHVWRUHGLQ
$UL]RQD¶VJURXQGZDWHUDTXLIHU7KHZDWHUEDQNLQJDJUHHPHQWZLOO
DOORZ1HYDGDWRVWDUWXVLQJLWV³FUHGLWV´WRZDUGZDWHUZLWKGUDZDOV
LQDQGDOORZV1HYDGDWRVWRUHH[FHVV&RORUDGR5LYHUZDWHU
IRUIXWXUHZDWHUXVH
7KHELJJHVWGUDZEDFNRIZDWHUEDQNVLVWKHLUUHOLDQFHRQQRQXVH
LIZDWHUEDQNVDUHVROHO\GLUHFWÀRZULJKWEDVHGDQGWKHUHLVQRDG
GLWLRQDOVWRUDJHFDSDFLW\WKHQZDWHUDYDLODELOLW\LVQRWJXDUDQWHHG
LIHYHU\ERG\XVHVWKHLUZDWHULQDJLYHQ\HDUQRQHLVDYDLODEOHIRU
OHDVLQJ6XFFHVVIXOZDWHUEDQNVUHO\RQDGHTXDWHVWRUDJHFDSDFL
WLHV WRKROG WKHEDQNHGZDWHU+RZHYHUZDWHUEDQNLQJSURYLGHV
DQRSHQPDUNHWVROXWLRQDQGPD\DYRLGSRWHQWLDOFRQÀLFWVDPRQJ
XVHUV)RUH[DPSOHZDWHUEDQNVFDQQRWKDUPGRZQVWUHDPXVHUV
E\H[FHVVLYH³GHSRVLWV´,WLVSRVVLEOHWRVWRUHRQO\WKHDPRXQWRI
ZDWHUHTXDOWRWKHIRUPHUFRQVXPSWLYHXVHZKLFKSURWHFWVUHWXUQ
ÀRZVWRWKHV\VWHP
&RXQW\ 3HUFHQW)DUP
,QFRPH
3XHEOR&RXQW\ 
&URZOH\&RXQW\ 
.LRZD&RXQW\ 
2WHUR&RXQW\ 
%HQW&RXQW\ 
/DV$QLPDV&RXQW\ 
$UNDQVDV5LYHU
9DOOH\

&RORUDGR 
7DEOH
)DUP,QFRPHDVD3HUFHQWRI7RWDO3HUVRQDO,QFRPH
LQWKH$UNDQVDV9DOOH\DQG6WDWH
6RXUFH%XUHDXRI(FRQRPLF$QDO\VLV5HJLRQDO(FRQRPLF,QIRUPDWLRQ6\VWHP
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/DV$QLPDV DFUHV
3XHEOR
DFUHV
.LRZD 
DFUHV
%HQW

DFUHV
2WHUR 

DFUHV
&URZOH\

DFUHV
$QRWKHUZDWHUWUDQVIHUWRROLVDOWHUQDWLYHFURSVRUZDWHUFRQ
VHUYDWLRQPHDVXUHV%\UHGXFLQJWKHLUFRQVXPSWLYHXVHHJ
E\FRQYHUWLQJDOIDOIDWRGURXJKWWROHUDQWJUDVVHVRUDGRSWLQJ
QHZLUULJDWLRQPHWKRGVIDUPHUVFDQLQFUHDVHUHYHQXHE\VHOO
LQJ WKHZDWHU WKH\ VDYH&KDQJHV LQ FRQVXPSWLYH XVHPXVW
EHYHUL¿HGE\ WKH VWDWH HQJLQHHURUZDWHU FRXUW SULRU WR WKH
WUDQVIHUVHH&DVH6WXG\3ULRU$SSURSULDWLRQV'RFWULQHE\
6WDWH$VRQHH[DPSOHWKHFLW\RI$XURUD&RORUDGRXVHGD
ZDWHUFRQVHUYDWLRQVWUDWHJ\GXULQJLWVVHFRQGSXUFKDVHIURP
WKH5RFN\)RUG'LWFKVHH&DVH6WXG\$XURUD$SRWHQ
WLDOULVNWRIDUPHUVLVWKHKLJKFRVWDVVRFLDWHGZLWKLQFUHDVLQJ
LUULJDWLRQ HI¿FLHQF\ )RU H[DPSOH FRQYHUWLQJ IURPÀRRG WR
FHQWHUSLYRW LUULJDWLRQ LQFOXGHV D  SHU DFUH FDSLWDO FRVW
DQGSHUDFUHDQQXDOFRVW:KLOHFRQVHUYDWLRQFDQ³IUHH´
ZDWHUIRURWKHUXVHVKLJKLQIUDVWUXFWXUHFRVWVPDNHLWXQIHDVL
EOHWRLPSOHPHQWFRQVHUYDWLRQVWUDWHJLHVGXULQJGURXJKW\HDUV
DORQH
$QDGGLWLRQDOZDWHUWUDQVIHUVWUDWHJ\LVFDOOHG³SXUFKDVHDQG
OHDVHEDFN´ZKHUHDPXQLFLSDOLW\SXUFKDVHVODQGRULWVDVVRFL
DWHGZDWHUULJKWVDQGWKHQOHDVHVWKHPEDFNWRWKHODQG¶VXVHU
VXFKDVDIDUPHURUWKLUGSDUW\7KHPXQLFLSDOLW\JDLQVDF
FHVVWRVRPHRUDOORIWKHZDWHULQWKHIXWXUH$VRQHH[DPSOH
WKHFLW\RI3DUNHU&RORUDGRSXUFKDVHGODQGIURPIDUPHUVLQ
/RJDQ&RXQW\&RORUDGRDQGOHDVHVEDFNWKHSXUFKDVHGODQG
,GHDOO\DOORIWKHZDWHULQWKLVDUHDZLOOQRWEHFRQVXPHGE\
3DUNHUNHHSLQJWKHODQGLQSURGXFWLRQLQEHWZHHQURWDWLRQDO
IDOORZLQJ  +RZHYHU WKH XVXDO SUDFWLFH LV FRPSOHWH FRQ
VXPSWLRQE\WKHFLW\ZKHQQHFHVVDU\2IWHQDWUDQVLWLRQSHULRG
LVDOORZHGEHIRUHDGGLWLRQDO ODQGDQGZDWHUVDOHVDV WKHUX
UDODJULFXOWXUDOHFRQRP\LVXOWLPDWHO\UHSODFHG 7KHUHIRUH
PDQ\ OHDVHEDFN SURJUDPV UHSUHVHQW LQWHULP VWDJHV SULRU WR
WKHSHUPDQHQWGU\XSRIDJULFXOWXUDOODQGV
0DQ\ RI WKHVH VWUDWHJLHV RIIHU SRVLWLYH DOWHUQDWLYHV WR  SHU
PDQHQWORVVRIDJULFXOWXUDOODQGZKLFKRIWHQKDVXQH[SHFWHG
FRQVHTXHQFHV IRU JURZLQJ XUEDQ DUHDV )RU H[DPSOH QHDU
)LJXUH
&KDQJHLQ,UULJDWHG$FUHVLQWKH$UNDQVDV5LYHU9DOOH\
RPLF,QIRUPDWLRQ6\VWHP
:
$
7(
56
8
67$
,1
$
%,/,7<,17+
(5
2
&.
,(
6
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
3KRHQL[$UL]RQDWKHRSHQVSDFHEXIIHUFUHDWHGE\VXUURXQGLQJIDUPV
UHGXFHVWKHXUEDQKHDWLVODQGHIIHFWDQGPLWLJDWHVWKHFLW\¶VKLJKHUVXU
IDFHWHPSHUDWXUHV 5RWDWLRQDOFURSPDQDJHPHQWDUUDQJHPHQWVFRXOG
KHOSDGGUHVVPLFURFOLPDWHLVVXHVE\NHHSLQJPRVWIDUPVLQSURGXF
WLRQHYHU\\HDUDQGDOWHUQDWLQJ WKHDPRXQWRI IDOORZ ODQG)RU IDUP
RSHUDWRUV EHQH¿WVRI IDOORZLQJ LQFOXGH URWDWLRQDO FURSPDQDJHPHQW
SD\PHQWVWKDWPD\WKHQEHLQYHVWHGLQSRWHQWLDOLPSURYHPHQWVWR¿HOG
LUULJDWLRQV\VWHPVDQGLPSURYHPHQWVHJODVHUOHYHOLQJWKDWZLOOLQ
FUHDVHIXWXUHZDWHUFRQVHUYDWLRQ
&RQFOXVLRQV
'HVSLWHWKHLQFUHDVLQJWUHQGWRZDUGDJULFXOWXUHWRXUEDQZDWHUWUDQV
IHUVVXSSO\LQJFOHDQZDWHUWRWKH5RFNLHV¶JURZLQJSRSXODWLRQUHPDLQV
DQXUJHQWSUREOHP$VSUHYLRXVO\GLVFXVVHG WKHQXPEHURI LUULJDWHG
DFUHV LQ WKH5RFNLHVGHFUHDVHG SHUFHQWEHWZHHQDQG
:KLOHPRVWZDWHUXVHLQWKH5RFNLHV5HJLRQLVGHYRWHGWRLUULJDWLRQ
SHUFHQWLQDQGDGHTXDWHZDWHUH[LVWVIRUXUEDQWUDQVIHUV
DJULFXOWXUDO ODQG LVGHFOLQLQJ IDVWHU WKDQDQWLFLSDWHG  ,Q&RORUDGR
WKH6WDWHZLGH:DWHU6XSSO\,QLWLDWLYH6:6,HVWLPDWHGWKDWZKLOHWKH
VWDWH¶V SRSXODWLRQPD\JURZE\SHUFHQW EHWZHHQ DQG
SHUFHQWSHU\HDUWRLUULJDWHGDFUHVFRXOGEHORVW
E\GXHWRZDWHUWUDQVIHUSURMHFWVXUEDQL]DWLRQRILUULJDWHGODQGV
DQGRWKHUDJULFXOWXUHZDWHUORVVHVDGMXVWHGIRUVRPHSRWHQWLDOLQFUHDVH
LQ LUULJDWHGDFUHV LIQHZZDWHU VXSSOLHVDUHGHYHORSHG 7KH
&HQVXV RI$JULFXOWXUH HVWLPDWH IRU LUULJDWHG ODQG RXW RI SURGXFWLRQ
DFUHVLQGRHVSURYLGHVRPHFRQWH[WEXWWKLVHVWLPDWH
LVEDVHGRQDGURXJKW\HDU VRVRPHSRUWLRQRI WKLV IDOORZODQGZLOO
OLNHO\UHWXUQWRSURGXFWLRQ7KHGHFOLQHLQLUULJDWHGODQGUDLVHVQHZ
FRQFHUQV DERXW WKH HFRQRPLF YLWDOLW\ RI UXUDO DUHDV DQG WKH FXOWXUDO
KHULWDJHORVW$UHZHWUDGLQJUXUDODJULFXOWXUDOODQGVXQGHUFXOWLYDWLRQ
IRUXUEDQZDWHUXVHVWKDWKDYHKLJKHUPDUNHWYDOXH"&DQVPDOOIDUPV
WKULYHWKURXJKHTXLWDEOHZDWHUWUDQVIHUVDQGWKHGHYHORSPHQWRIPRUH
HI¿FLHQWLUULJDWLRQWHFKQLTXHV"&RQVHUYDWLRQDQGFUHDWLYHZDWHUVKDU
LQJPHWKRGVFDQSRWHQWLDOO\EHQH¿WWKH5RFNLHV¶SHRSOHODQGDQGHQ
YLURQPHQWEXWWKHGHPDQGVRIDJURZLQJSRSXODWLRQZLOOOLNHO\FUHDWH
QHZWHQVLRQV
:HHQG WKLV UHYLHZRIDJULFXOWXUHYHUVXV+LJKHUXUEDQZDWHUXVHV LQ
WKH5RFNLHVDVZHVWDUWHGE\UHÀHFWLQJXSRQWKHFRQFHSWRI³VXVWDLQ
DELOLW\´ +HOSIXOSHUVSHFWLYHVDUHSURYLGHGLQD:HVWHUQ*RYHUQRUV¶
$VVRFLDWLRQ¶VUHSRUWRQ³ZDWHUQHHGVDQGVWUDWHJLHVIRUDVXVWDLQDEOH
IXWXUH´
:KLOHZDWHU UHVRXUFHV DUH DYDLODEOH IRU JURZWK LQ WKH DJJUH
JDWH WKH\ DUH HVVHQWLDOO\ IXOO\ ³DSSURSULDWHG´ XQGHU UHJLPHV
WKDWKDYHYHVWHGSULYDWHSURSHUW\ULJKWVLQZDWHUULJKWKROGHUV
1HZ XVHV WR DFFRPPRGDWH JURZWKPXVW ODUJHO\ UHO\ RQZDWHU
REWDLQHG IURPFKDQJHV WR H[LVWLQJXVHVRI VXUIDFHDQGJURXQG
ZDWHUZLWK OLPLWHG RSSRUWXQLWLHV WR GHYHORS QHZ VXSSOLHV  ,Q
PDQ\ LQVWDQFHV WKLVZLOO UHVXOW LQ WKH UHDOORFDWLRQRIZDWHU WR
³KLJKHU YDOXHG XVHV´ ZLWK DFFRPSDQ\LQJ WKLUG SDUW\ LPSDFWV
WKDWPXVWEHFRQVLGHUHGVXFKDVDGYHUVHFRQVHTXHQFHVIRUUXUDO
FRPPXQLWLHVDQGWKHHQYLURQPHQW
7KLV FRPPRQ WKHPH RI ZDWHU VXVWDLQDELOLW\ LQFUHDVLQJO\ SHUPHDWHV
DQDO\VLVRIZDWHULQWKH5RFNLHV/LPLWHGLQVXSSO\DQGRIWHQVSDWLDOO\
VHSDUDWHGIURP³KLJKHUYDOXHXVHUV´ZDWHUKDVDQGZLOOFRQWLQXHWREH
DIXQGDPHQWDOFKDOOHQJHIRUWKH5RFNLHV+RZWKLVOLPLWHGYDULDEOH
DQGSRWHQWLDOO\VKULQNLQJVXSSO\LVPDQDJHGLQWKHIDFHRIP\ULDGFKDO
OHQJHVUDQJLQJIURPFOLPDWHFKDQJHWRUDSLGXUEDQJURZWKZLOOODUJHO\
GHWHUPLQHQRW RQO\ WKH VXVWDLQDELOLW\EXW DOVR WKH ³OLYDELOLW\´RI WKH
5RFNLHVVRYDOXHGE\PLOOLRQVRIUHVLGHQWVDQGYLVLWRUVDOLNH
&DVH6WXG\
:DWHU%DQNLQJDQG7UDQVIHUVLQ,GDKR
7KH,GDKR:DWHU6XSSO\%DQNLVRQHRIWKHORQJHVWWHQXUHGZDWHUEDQNV
LQ WKH5RFNLHV6LQFH WKHEDQNKDVVHUYHGDVDZDWHUH[FKDQJH
PDUNHWDOORZLQJIRUWKHWHPSRUDU\H[FKDQJHRIZDWHUULJKWVEHWZHHQ
XVHUV7KHEDQNLVLQYROYHGLQWUDQVDFWLRQVRIQDWXUDOÀRZULJKWVHJ
WKHULJKWVWRVXUIDFHZDWHUIURPDVWUHDPDQGZDWHUVWRUDJHULJKWVHJ
LQUHVHUYRLUVRUDTXLIHUV7KHSULFHRIWKHZDWHULVSULPDULO\EDVHGRQ
ZKHUHWKHZDWHULVJRLQJWREHXVHG,QWKHFDVHRIVWRUHGZDWHUWKHSULFH
LV GHWHUPLQHG E\ UHQWDO SRRO FRPPLWWHHV WKDW RSHUDWH WKH IRXU UHQWDO
SRROVRIWKH,GDKR:DWHU6XSSO\%DQN 7HQSHUFHQWRIWKHEDQN¶VUHY
HQXH JRHV WR WKH ,GDKR'HSDUWPHQW RI:DWHU5HVRXUFHV DQG WKH UHVW
JRHVWRWKHSHUVRQKROGLQJWKHULJKW
2YHUWKHSDVW¿YH\HDUVZDWHUEDQNLQJDFWLYLW\LQ,GDKRKDVLQFUHDVHG
IRUVHYHUDOUHDVRQVPRVWO\UHODWLQJWRGURXJKWSRSXODWLRQJURZWK
DQGDFKDQJHLQHFRQRPLFSULRULWLHVUHJDUGLQJZDWHUDOORFDWLRQV
2Q$SULOWKHVWDWHJRYHUQPHQWDPHQGHGDPRUDWRULXPRQ
QHZFRQVXPSWLYHXVHWRLQFOXGHWKH%RLVH5LYHU%DVLQDQGWKH(DVW
6QDNH5LYHU3ODLQDQGWULEXWDULHVLWDOUHDG\LQFOXGHGWKH6QDNH5LYHU
%DVLQ7KLVUHJXODWLRQZDVFRQWLQXHGE\IRUPHU*RYHUQRU'LUN
.HPSWKRUQHQRZ866HFUHWDU\RIWKH,QWHULRULQ([HFXWLYH2UGHU
LQUHODWLRQWRWKH(DVW6QDNH5LYHU3ODLQ$TXLIHU 7KLV
KDOWWRQHZFRQVXPSWLYHXVHKDPSHUHGFHUWDLQLQGXVWULHVHVSHFLDOO\
,GDKR¶VIDVWJURZLQJGDLU\LQGXVWU\1HZLQGXVWULHVKDYHKDGWRHLWKHU
HVWDEOLVKDQRQFRQVXPSWLYHXVHVXFKDVZDWHUOHIWLQWKHVWUHDPIRU
¿VKLQJRUUHFUHDWLRQPLWLJDWHIRUWKHLULPSDFWVE\SURYLGLQJRWKHU
VRXUFHVRIZDWHUDFTXLUHQHZULJKWVLHE\WUDQVIHUVIURPRWKHU
XVHVRUSXUFKDVHULJKWVIURPDPXQLFLSDOZDWHUSURYLGHUWKDWKDV
H[WUDZDWHU7KHPRUDWRULXPVFRPELQHGZLWKWKHGURXJKWDQGWKH
GHFOLQHLQDJULFXOWXUDOSUR¿WDELOLW\KDYHSURPSWHGWKHUHFHQWLQFUHDVHV
LQZDWHUWUDQVIHUV
7KH,GDKR:DWHU6XSSO\%DQNIDFLOLWDWHVWHPSRUDU\ZDWHUULJKWV
WUDQVIHUV$VLQRWKHUVWDWHVDWUDQVIHUWKURXJKWKH,GDKR:DWHU6XSSO\
%DQNFDQWDNHVHYHUDO\HDUVKRZHYHUWKHEDQNDOORZVIRUSXUFKDVHUV
RIWKHZDWHUULJKWWRXVHWKDWZDWHUGXULQJWKHSURFHVVLQJWLPH 'H
YHORSHUVDQGLQGXVWULDOGDLULHVDUHXVLQJZDWHUEDQNLQJWRWHPSRUDULO\
VHFXUHULJKWVZKLOHWKH\FRPSOHWHWKHWUDQVIHURIQHZULJKWV$VRWKHU
DUHDVRIWKH:HVWH[SORUHZDWHUEDQNLQJDVDPHDQVRIDOOHYLDWLQJZD
WHUDOORFDWLRQSUREOHPV,GDKR¶VZDWHUEDQNZLOOVHUYHDVDJRRGPRGHO
GXHWRLWVORQJWHQXUHDQGUHODWLYHVXFFHVV
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&DVH6WXG\
6XPPDU\RIWKH3ULRU$SSURSULDWLRQ'RFWULQHDQG,WV,PSOLFDWLRQVRQ:DWHU7UDQVIHUV
+LVWRU\
7KH3ULRU$SSURSULDWLRQ'RFWULQHRIZDWHUODZHYROYHGGXULQJWKHPLQLQJERRPRIWKHWK FHQWXU\0LQHUVZKRQHHGHGZDWHUIRUWKHLURSHUDWLRQVVWUXFND
FODLPWRZDWHUMXVWDVWKH\ZRXOGWRDPLQHVLWH7KLVGRFWULQHFRQWUDVWVZLWK5LSDULDQ'RFWULQHE\ZKLFKWKHRZQHURISURSHUW\DGMDFHQWWRDZDWHUZD\KDV
WKHULJKWWRUHDVRQDEOHXVHRIWKHZDWHU,QPDQ\ZD\VKRZHYHUWKHULSDULDQGRFWULQHLVXQVXLWDEOHIRUWKHDULGDQGVHPLDULG:HVWEHFDXVHLWDOORZVZDWHU
XVHRQO\RQDGMDFHQWODQGVPHDQLQJWKDWRQO\WKRVHODQGVFRXOGUHFHLYHWKHLUULJDWLRQZDWHUQHFHVVDU\WRJURZFURSV
7KH3ULRU$SSURSULDWLRQ'RFWULQHUHVSRQGHGWRWKHQHHGWRGLYHUWZDWHUIDUWKHUIURPVXUIDFHVRXUFHVDQGWRFRQFHUQVWKDWVWUHDPVLGHRZQHUVZRXOGPRQRSR
OL]HZDWHUXVH %HFDXVH3ULRU$SSURSULDWLRQDOORZVIRUWKHGLYHUVLRQRIZDWHUIURPDULYHURUVWUHDPWRQRQDGMDFHQWODQGVYDVWDUHDVRI:HVWHUQODQGVFRXOG
UHFHLYHFULWLFDOZDWHUVXSSOLHV7KHUHDUHIRXUFRPSRQHQWVWRDZDWHUULJKWZLWKLQWKH3ULRU$SSURSULDWLRQ'RFWULQHWKHLQWHQWWRDSSURSULDWHFDSDELOLW\RI
GLYHUVLRQDQGFRQWUROEHQH¿FLDOXVHZLWKRXWZDVWHDQGSULRULW\
$V+REEVQRWHV³$ZDWHUULJKWLVDSURSHUW\ULJKWWKDWDULVHVVROHO\E\WKHDFWRISODFLQJZDWHUWKHUHWRIRUHXQDSSURSULDWHGWRWKHDSSURSULDWRU¶VEHQH¿FLDO
SXUSRVH´ 7KLVHYROYHGWRLQFOXGHWKHLQWHQWWRDSSURSULDWHWKHHVVHQWLDOGLIIHUHQFHEHWZHHQDFRQGLWLRQDOZDWHUULJKWDQGDQDEVROXWHULJKW$QDEVROXWH
ULJKWLVRQHWKDWLVDFWXDOO\SXWWRXVHZKLOHDFRQGLWLRQDOULJKWLVRQHWKDWZLOOODWHUEHSXWWREHQH¿FLDOXVH+ROGHUVRIFRQGLWLRQDOULJKWVKDYHWRSURYH
GXHGLOLJHQFHRUSURJUHVVLQSODFLQJWKHZDWHUXQGHUEHQH¿FLDOXVH7KLVUXOHLVGHVLJQHGWRSUHYHQWKRDUGLQJRIZDWHUULJKWVRYHUPDQ\\HDUVIRUWKHSXUSRVH
RIVSHFXODWLRQ7KHRQO\H[FHSWLRQWRWKHUXOHLVFLWLHVYLDWKH*UHDWDQG*URZLQJ&LWLHV'RFWULQHZKLFKFDQNHHSWKHZDWHUULJKWLQDQWLFLSDWLRQRIIXWXUH
JURZWKEXWVWLOOKDYHWRSURYHGLOLJHQFHHYHU\VL[\HDUV2QFHWKHULJKWKDVEHHQDSSURSULDWHGDQGGLYHUWHGLWPXVWEHXVHGEHQH¿FLDOO\ZKLFKLVLQD
VHQVHWKHPRVWLPSRUWDQWSDUWRIWKHGRFWULQH:KHWKHURUQRWDZDWHUULJKWLVUHFRJQL]HGGHSHQGVRQZKHWKHULWLVEHLQJEHQH¿FLDOO\XVHG %HQH¿FLDOXVH
LVJHQHUDOO\GH¿QHGDVXVH³ZLWKRXWZDVWH´EXWWKHGH¿QLWLRQRIEHQH¿FLDOXVHLVFRQVWDQWO\FKDQJLQJDFURVVWKH5RFNLHV5HJLRQDQGFXUUHQWGH¿QLWLRQV
YDU\E\VWDWH)RUH[DPSOHVRPHVWDWHV1HZ0H[LFRLVRQHH[DPSOHGRQRWUHFRJQL]HDQLQVWUHDPÀRZDVDEHQH¿FLDOXVHXQOHVVLWLVIRUDSXUSRVHVXFK
DVUHFUHDWLRQ
7KHSULRULW\GDWHRUVHQLRULW\RIDZDWHUULJKWODUJHO\GHWHUPLQHVLWVYDOXH2QFHZDWHULVSXWWREHQH¿FLDOXVHLWLVJHQHUDOO\UHFRJQL]HGDVVHQLRUWRIXWXUH
XVHV&RQGLWLRQDOZDWHUULJKWVVLPLODUO\UHO\RQDSULRULW\GDWH&RQGLWLRQDOULJKWVUHFHLYHWKHGDWHRIWKHRULJLQDOLQWHQWRUSODQWRDSSURSULDWHZDWHU7KH
UHODWLYHSULRULW\RIPDQ\DJULFXOWXUDOZDWHUULJKWVGULYHVWRGD\¶VPDUNHWLQZDWHUWUDQVIHUV
,PSOLFDWLRQVIRU:DWHU7UDQVIHUV
7KHPRVWLPSRUWDQWSDUWRIWKHZDWHUULJKWVWUDQVIHULVDUJXDEO\WKHQRLQMXU\QRQLPSDLUPHQWFODXVH:DWHUULJKWVDUHXVXIUXFWXDU\PHDQLQJWKDWWKHUHLVWKH
ULJKWWRXVHWKHZDWHUEHQH¿FLDOO\EXWWKHZDWHULWVHOILVDSXEOLFUHVRXUFH:KHQDZDWHUULJKWLVWUDQVIHUUHGRQO\WKHEHQH¿FLDOKLVWRULFFRQVXPSWLYHXVHLV
WUDQVIHUUHGDQGGRZQVWUHDPXVHUVPXVWEHSURWHFWHGIURPLQMXU\'RZQVWUHDPMXQLRUXVHUVKDYHWKHULJKWWRWKHULYHUDVLWH[LVWHGZKHQWKH\DSSURSULDWHG
WKHLUULJKW :DWHUWUDQVIHUVHVSHFLDOO\WKRVHRXWRIDEDVLQFDQKDYHVHULRXVLPSDFWVRQGRZQVWUHDPXVHUVDQGFRPPXQLWLHVLQFOXGLQJWKHORVVRISURSHUW\
WD[EDVHGHJUDGHGZDWHUTXDOLW\DQGORVVRIMREV6WDWHVWDNHYDULRXVLPSDFWVLQWRDFFRXQWEXWWKHPRVWFRPPRQDQGWKHEDVLVIRUQRLQMXU\LVWKHFKDQJHLQ
VWUHDPÀRZ7KHOHJDOLPSOLFDWLRQVRIZDWHUWUDQVIHUVLQPDQ\FDVHVUHTXLUHVHULRXVOLWLJDWLRQ,Q&RORUDGRIRUH[DPSOHDOOWUDQVIHUVDUHGHFLGHGLQZDWHU
FRXUWV&RORUDGRLVWKHRQO\VWDWHLQWKH5RFNLHVWRXVHZDWHUFRXUWVWRDGMXGLFDWHDOOWUDQVIHUV6HH0DWUL[3ULRU$SSURSULDWLRQ'RFWULQH.H\'LIIHUHQFHV
%HWZHHQ6WDWHV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6WDWH :DWHU7UDQVIHU$S
SOLFDWLRQ$JHQF\
,Q6WUHDP)ORZ5LJKWVGHWDLOV ³3XEOLF,QWHUHVWRU
:HOIDUH´L
%DVLQRI2ULJLQ3URWHFWLRQ
IRU2XWRI%DVLQ7UDQVIHUV
%DVLVIRU3URWHVWLQJ
7UDQVIHUV
$UL]RQD 'HSDUWPHQWRI:DWHU
5HVRXUFHV
SXEOLFJRYHUQPHQWRU
SXEOLFLQWHUHVWJURXSV
ODQJXDJHLQVWDWXWHVEXW
QRVSHFL¿FGH¿QLWLRQ
1RLQMXU\QRQHQODUJHPHQW
RIZDWHUULJKW
$Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
&RORUDGR :DWHUFRXUWV &:&% 1RWGH¿QHGFOHDUO\ 1RLQMXU\QRQHQODUJHPHQW $Q\RQH
,GDKR 'HSDUWPHQWRI:DWHU
5HVRXUFHV
,':5LL FRQFHUQVPXVWEH
DGGUHVVHGLLL
$UL]RQDSOXVFRQVLVWHQF\
ZLWKSXEOLFLQWHUHVW
$Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
0RQWDQD 'HSDUWPHQWRI1DWX
UDO5HVRXUFHV
0'15RUSULYDWH
WUDQVIHU
0LJKWDSSO\LQUHDVRQ
DEOHXVHFDVHV
1RLQMXU\EHQH¿FLDOXVH 'RZQVWUHDPZDWHUULJKWV
1HYDGD 'LYLVLRQRI:DWHU
5HVRXUFHV
SXEOLFRUSULYDWH <HVFDVHE\FDVHVWDWH
HQJLQHHU
1RLQMXU\SXEOLFLQWHUHVW $Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
1HZ0H[LFR 6WDWHHQJLQHHU SXEOLFRUSULYDWHLY <HVERWKVXUIDFHDQG
JURXQGZDWHU
1RLQMXU\FRQVHUYDWLRQ
LQWHUHVWVSXEOLFLQWHUHVW
$Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
8WDK 'LYLVLRQRI:DWHU
5LJKWV
'LYLVLRQRI:LOGOLIH
5HVRXUFHV
6XSUHPH&RXUW
UXOLQJ Y
6DPHDV,GDKR $Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
:\RPLQJ %RDUGRI&RQWUROYL VWDWHYLL &DVHE\FDVH 1RQHQODUJHPHQWQRLQMXU\ $Q\RQHSUHIHUHQFHJLYHQ
WRZDWHUULJKWVKROGHUV
L 7KHSXEOLFLQWHUHVWDQGZHOIDUHGH¿QLWLRQV YDU\IURPVWDWHWRVWDWH6RPHDUHGH¿QHGE\VWDWXWHVRPHDUHFDVHE\FDVHHWF7KLVLVGLIIHUHQWIURPWKH3XEOLF7UXVW
'RFWULQHZKLFKFRXOGSOD\DODUJHUUROHLQIXWXUHZDWHUGHFLVLRQV
LL7KHRQO\ZD\DSULYDWHHQWLW\FDQKROGDQLQVWUHDPÀRZULJKWLVWHPSRUDULO\WKURXJK,GDKR¶V:DWHU%DQN6\VWHP
LLL6WDWXWRU\SXEOLFLQWHUHVWFRQFHUQVLQFOXGHORFDOHFRQRPLFLPSDFWVLPSDFWVRQUHFUHDWLRQ¿VKDQGZLOGOLIHDQGFRPSOLDQFHZLWKDLUZDWHUDQGKD]DUGRXVVXEVWDQFH
UXOHV
LY,Q1HZ0H[LFRLQVWUHDPÀRZULJKWVDUHQRWFRQVLGHUHGEHQH¿FLDOH[FHSWIRUVSHFL¿FSXUSRVHVVXFKDVIRUUHFUHDWLRQRUZLOGOLIHKDELWDW
Y5HTXLUHVUHMHFWLRQZLWKXQUHDVRQDEOHGHWULPHQWWRUHFUHDWLRQHQYLURQPHQWDQGSXEOLFZHOIDUH
YL,QFOXGHVWKHVWDWHHQJLQHHUDQGWKHVXSHULQWHQGHQWVRIWKHIRXUZDWHUGLVWULFWV
YLL,Q:\RPLQJWKLVLVRQO\IRU¿VKHULHV
3ULRU$SSURSULDWLRQ'RFWULQH±.H\'LIIHUHQFHV%HWZHHQ6WDWHV
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
%DFNJURXQG
$XURUD&RORUDGRKDVORQJEHHQLQYROYHGLQSXUFKDVLQJZDWHUIURP
DJULFXOWXUDOXVHUV$WWKHWLPHRILWVIRXQGLQJLQ$XURUDWKHQ
QDPHG)OHWFKHUUHOLHGRQJURXQGZDWHUDQGWKH'HQYHU:DWHU%RDUG
IRULWVZDWHU+RZHYHUWKHWRZQVRRQH[SHULHQFHGSUREOHPVZLWK
WKHJURXQGZDWHUVXSSO\DQG'HQYHUSODFHGUHVWULFWLRQVRQ$XURUD¶V
JURZWKDVZHOODVWKHDPRXQWRIZDWHULWZRXOGVXSSO\,QUHVSRQVH
$XURUDEHJDQORRNLQJIRUQHZZDWHUVXSSOLHV7RJHWKHUZLWK&RORUDGR
6SULQJV$XURUDKHOSHGEXLOGWKH+RPHVWDNH5HVHUYRLUFRPSOHWHGLQ
ORFDWHGDFURVVWKH&RQWLQHQWDO'LYLGHQHDU/HDGYLOOH&RORUDGR
7KHSLSHVIURP+RPHVWDNHQRZFDUU\ELOOLRQVRIJDOORQVRIFOHDU
PRXQWDLQZDWHUWR$XURUD¶VJURZLQJGHYHORSPHQWV$XURUDDOVREH
JDQSXUFKDVLQJZDWHUULJKWVIURPUDQFKHUVLQ3DUN&RXQW\DSUHGRPL
QDQWO\UXUDOFRXQW\WRWKHZHVW7KHVHSXUFKDVHVZHUHFRPSOH[ERWK
OHJDOO\DQGVRFLDOO\DQGKDGODUJHLPSDFWVRQWKHFRPPXQLWLHVRI3DUN
&RXQW\,QWKHV$XURUDZHQWVHDUFKLQJIRUDGGLWLRQDOZDWHUWRWKH
VRXWKLQ&RORUDGR¶V/RZHU$UNDQVDV9DOOH\ZKHUHWKHFLW\EHJDQWR
DFTXLUHZDWHUIURPDJULFXOWXUDOXVHUV
,VVXHV
,QDZDWHUWUDQVIHUEHQH¿WVDQGFRVWVZLOODFFUXHWRERWKWKHEX\HU
DQGWKHVHOOHU+RZHYHUHVSHFLDOO\ZKHQWUDQVIHUUHGZDWHUOHDYHVWKH
EDVLQRIRULJLQWKHUHZLOODOVREHWKLUGSDUW\HIIHFWVDQGPRVWRIWKH
SRVLWLYHDVSHFWVZLOODIIHFWWKHSXUFKDVLQJEDVLQDQGPRVWQHJDWLYH
DVSHFWVZLOODIIHFWWKHVHOOLQJEDVLQ 0DQ\VWDWHODZVSURWHFWWKH
EDVLQVRIRULJLQWRYDU\LQJGHJUHHVVRPHODZVHYHQUHTXLUHFRPSHQ
VDWLRQIRUORVWWD[YDOXHVDQGUHVHHGLQJRIIDOORZHGODQG'HVSLWHVXFK
SURWHFWLRQVPDQ\DUHDVKDYHH[SHULHQFHGGUDVWLFHFRQRPLFDQGVRFLDO
FKDQJHV7KLVLVWUXHIRUYDULRXVDUHDVLQWKH/RZHU$UNDQVDV5LYHU
9DOOH\ZKHUHPXQLFLSDOLWLHVLQFOXGLQJ$XURUDKDYHSXUFKDVHGODUJH
DPRXQWVRIZDWHU,Q&URZOH\&RXQW\DODUJHSURSRUWLRQRIDJULFXOWXU
DOZDWHUZDVWUDQVIHUUHGWR$XURUDDQG&RORUDGR6SULQJVLQWKHV
DQGVUHVXOWLQJLQPDMRULPSDFWVRQWKHUDQFKLQJFRPPXQLW\
/LNHRWKHUSDUWVRIWKH$UNDQVDV9DOOH\&URZOH\&RXQW\KDVVHHQD
GURSLQODQGYDOXHODQGLQWKH$UNDQVDV9DOOH\LVZRUWKPXFKPRUH
ZLWKLUULJDWLRQDFUHWKDQZLWKRXWDFUH
$XURUDKDVPDGHVHYHUDOHIIRUWVWROHVVHQWKHLPSDFWRILWVDJULFXOWXUH
WRXUEDQZDWHUWUDQVIHUV,WKDVEHHQOHDVLQJZDWHUIURPWKH5RFN\
)RUG+LJKOLQH&DQDODOORZLQJIDUPHUVWRVWD\LQSURGXFWLRQH[FHSW
ZKHQWKHFLW\QHHGVWKHZDWHUXVXDOO\GXULQJGURXJKW\HDUVZKHQ
IDUPLQJLVGLI¿FXOWDQ\ZD\,QWKHVHFRQGWUDQVIHUIURPWKHPDLQ
5RFN\)RUG&DQDO$XURUDSXUFKDVHGDFUHIHHWRIZDWHUSHUDFUH
RIODQGJDYHEDFNKDOIDQDFUHIRRWWRVRPHIDUPHUVDQGDVVLVWHGZLWK
WKHLQVWDOODWLRQRIGULSLUULJDWLRQV\VWHPVDQGFURSFKDQJHV7KHVH
FRQVHUYDWLRQPHDVXUHVDOORZHGIDUPHUVWRLPSURYHWKHLUSURGXFWLYLW\
DQGSURGXFWTXDOLW\ZKLOHXVLQJOHVVWKDQRQHWKLUGRIWKHZDWHUWKH\
KDGXVHGRULJLQDOO\)DUPHUVRQDSSUR[LPDWHO\RIWKH
DFUHVRISXUFKDVHGODQGKDYHDVNHGWRSDUWLFLSDWHLQWKLVSURJUDPVR
WKH\FDQFRQWLQXHFURSSURGXFWLRQ$XURUDDOVRFUHDWHGDPLOOLRQ
WUXVWIXQGIRUWKH5RFN\)RUG6FKRRO'LVWULFWWRPDNHXSIRUUHGXFHG
WD[UHYHQXH,QDVHQVHWKLVZDVDERQXVWRWKHVFKRROV\VWHPEHFDXVH
WKHVWDWHDOVRPDNHVXSIRUDSRUWLRQRIWKHORVWUHYHQXH)LQDOO\LQ
FRPSOLDQFHZLWKVWDWHODZ$XURUDUHVHHGHGWKHGULHGXSODQGVZLWK
QDWLYHJUDVVHVWRSUHYHQWZHHGGHYHORSPHQWDQGGXVW
)XWXUH&KDOOHQJHV
$XURUDDVSDUWRILWVLQWHUJRYHUQPHQWDODJUHHPHQWZLWKWKH6RXWK
HDVWHUQ:DWHU&RQVHUYDQF\'LVWULFWDQ$UNDQVDV5LYHUEDVLQZDWHU
DJHQF\IRUWKHQH[W\HDUVRULJLQDOO\\HDUVLQWKHDJUHH
PHQWZLOOQRWWUDQVIHUDQ\PRUHZDWHURXWRIWKH$UNDQVDV9DOOH\
WKDQZKDWLVDOUHDG\EHLQJWUDQVIHUUHG$XURUDZLOOKDYHWRORRNWR
RWKHUEDVLQVIRULWVZDWHUVXFKDVWKH6RXWK3ODWWHEDVLQWKDWKRXVHV
WKHFLW\&XUUHQWO\$XURUDLVSXUVXLQJQHZDJUHHPHQWVWKDWZLOO
SURYLGHLWVUHVLGHQWVZLWKZDWHUZKLOHQRWXQGXO\KDUPLQJWKHIDUPHUV
IURPZKRPWKH\EX\OHDVHWKHZDWHU
6LJQL¿FDQFHIRUWKH5RFNLHV
+LVWRULFDOO\$XURUD¶VDJULFXOWXUHWRXUEDQWUDQVIHUVRIZDWHUULJKWV
KDYHEHHQFRQWURYHUVLDO$XURUDKDVPDGHPDMRUHIIRUWVWREHFRPHD
OHDGHULQWKHSXUVXLWRIFUHDWLYHDJUHHPHQWVGHVLJQHGWREHQH¿WERWK
SDUWLHVLQYROYHGLQZDWHUWUDQVIHUV$XURUDLVJURZLQJUDSLGO\DQGZLOO
OLNHO\DOZD\VIDFHFULWLFLVPIRUDOORZLQJVXFKJURZWKZLWKRXWKDYLQJ
HQRXJKZDWHURILWVRZQ+RZ$XURUDZLOODGGUHVVWKHQHHGVRILWV
UHVLGHQWVDQGWKHQHHGVRIWKHIDUPHUVIURPZKRPWKH\UHFHLYHZDWHU
ZLOOVHWDQH[DPSOHDFURVVWKH5RFN\0RXQWDLQUHJLRQ
&DVH6WXG\
$XURUD&RORUDGR:DWHU7UDQVIHUVIURP$JULFXOWXUHWR8UEDQ8VHV
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%DFNJURXQG
&RQVHUYDWLRQLVDQHVVHQWLDOWRROLQWKHHI¿FLHQWXVHRIZDWHULQWKH5RFNLHV7KRXJKVRPHWLPHVFRQWURYHUVLDOHVSHFLDOO\WKHFRQFHSWRIFRQVHUYLQJIRUJURZWK
GHYHORSLQJWKHFRQVHUYDWLRQHWKLFLVLPSHUDWLYHDQGPDQ\FLWLHVLQWKH5RFNLHVDUHH[SHULPHQWLQJZLWKLQQRYDWLYHDSSURDFKHVWRSURPRWHFRQVHUYDWLRQDPRQJ
WKHLUFLWL]HQV([DPSOHVLQFOXGH7XFVRQ¶VDJJUHVVLYHZDWHUSULFLQJVWUXFWXUH'HQYHU¶VSHQGLQJWLPHRIVDOHUHWUR¿WSURJUDPDQG/DV9HJDV¶³FDVKIRUJUDVV´
SURJUDPRXWOLQHGEHORZ
&DVH6WXG\,QQRYDWLYH$SSURDFKHVWR&RQVHUYDWLRQ
7XFVRQ
%DVLFFDSLWDOLVWHFRQRPLFVWHDFKHVWKDWPDUNHWVDQGSULFHVDUHWKHEHVW
DOORFDWLRQWRROV:LWKZDWHUWKLVPD\EHWUXHEXWFLWLHVDUHRIWHQRQO\
DOORZHGE\ODZWRSULFHZDWHUWRFRYHUWKHLUFRVWV7KHODZGRHVKRZ
HYHUJHQHUDOO\DOORZIRULQFUHDVLQJEORFNUDWHVWUXFWXUHVDVORQJDV
WKHORZEORFNVDUHORZHQRXJKWRRIIVHWUHYHQXHIURPKLJKHUEORFNV
,Q7XFVRQVLQJOHIDPLO\FRQVXPSWLRQRIJDOORQVSHUPRQWK
JPLVFKDUJHGRQO\ZKLOHWKHFRQVXPSWLRQRIJP
LVFKDUJHGWKHZDWHUELOOVSURJUHVVLYHO\LQFUHDVHIURPWKHUH
ZLWKJPHTXDOLQJDELOODQGJPHTXDOLQJD
ELOO 7KHFLW\LVFXUUHQWO\LQFUHDVLQJUDWHVDWSHU\HDU
WKURXJKWRPHHWSURMHFWHGUHYHQXHQHHGV
3DUWO\GXHWRWKLVUDWHVWUXFWXUH7XFVRQ¶VVLQJOHIDPLO\ZDWHUXVH
ZKLFKLVWKHPDMRULW\RIWKHZDWHUXVHLQWKHFLW\LVRQHRIWKHORZHVW
LQWKH5RFNLHV2IVLQJOHIDPLO\XVHUVXVHJDOORQVRU
OHVV :KLOHWKLVPD\VXJJHVWORZUHYHQXHIRUWKHFLW\EHFDXVHRIWKH
EORFNUDWHVWUXFWXUHWKHRWKHURIWKHXVHUVDWOHDVWGRXEOHWKH
UHYHQXH%HFDXVHRIWKHUHYHQXHJHQHUDWLQJFDSDFLW\RIWKLVSULFLQJ
VWUXFWXUH7XFVRQKDVEHHQDEOHWRNHHSWKHSURJUDPLQSODFHIRUDORQJ
SHULRGDQGERDVWVRQHRIWKHPRVWHIIHFWLYHFRQVHUYDWLRQSURJUDPVLQ
WKH5RFNLHV
'HQYHU
,QHYHU\PXQLFLSDOLW\VRPHZDWHUJRHVLQWRWKHV\VWHPDQGGLVDS
SHDUVXQUHJLVWHUHGE\WKHPHWHUV7KLVZDWHULVUHIHUUHGWRDV³XQDF
FRXQWHGIRUZDWHU´DQGLVDODUJHVRXUFHRIZDWHUZDVWHLQWKH5RFNLHV
:HVWHUQ5HVRXUFHV$GYRFDWHVLQWKHLU6PDUW:DWHU5HSRUWFDOFXODWHG
WKDWLQWKH6RXWKZHVWHUQFLWLHVLWVXUYH\HGDFUHIHHWRI
ZDWHUZHQWXQDFFRXQWHGIRULQUDQJLQJIURP0HVD$=
WR$OEXTXHUTXH10RIDOOV\VWHPGHOLYHULHV6XFKZDWHU
LVORVWWKURXJKOHDNVLQWKHGHOLYHU\V\VWHP¿UH¿JKWLQJSLSHOLQH
ÀXVKLQJDQGSRRUO\IXQFWLRQLQJPHWHUV2OG¿[WXUHVDQGLQGRRUOHDNV
ZKLOHQRWFRQWULEXWLQJWRXQDFFRXQWHGIRUZDWHUDUHDOVRODUJHZDVWHV
RIZDWHU
'HQYHU:DWHUZKLFKSLRQHHUHG[HULVFDSHGU\ODQGVFDSLQJPHWKRGV
DQGLVDOHDGHULQHOLPLQDWLQJXQDFFRXQWHGIRUZDWHULQ
LQLVSXUVXLQJDQHZSODQWRGHDOZLWKWKHVHSUREOHPV
ZKHQH[LVWLQJKRPHVFKDQJHRZQHUV7KHSODQLVSDUWRIWKHZDWHU
FRQVHUYDWLRQFRPSRQHQWRI'HQYHU¶V6XVWDLQDEOH&LW\LQLWLDWLYH
SURSRVHGE\0D\RU-RKQ+LFNHQORRSHULQKLV6WDWHRIWKH&LW\
DGGUHVV 7KLVDSSURDFKZRXOGHVVHQWLDOO\UHTXLUHHYHU\KRPHVROG
WRKDYHLWVZDWHUDSSOLDQFHVLQVSHFWHGDOOOHDNVUHSDLUHGDQGHI¿FLHQW
VKRZHUKHDGVWRLOHWVDQGDHUDWRUVLQVWDOOHG7KHSURJUDPLVFRQWUR
YHUVLDOEHFDXVHLWPDNHVSXUFKDVLQJVHOOLQJDKRPHPRUHH[SHQVLYH
DQGPD\GLVSURSRUWLRQDWOH\LPSDFWORZHULQFRPHEX\HUV5HDOWRUV
DQGRWKHUVLQWKHUHDOHVWDWHEXVLQHVVKDYHDOVRYRLFHGFRQFHUQWKDWWKH
SURJUDPZRXOGDIIHFWWKHLUEXVLQHVV+RZHYHUORQJWHUPWKHUHSDLUV
DQGUHWUR¿WVVKRXOGORZHUXWLOLW\FRVWVIRUKRPHRZQHUVLQVRPHFDVHV
GUDPDWLFDOO\7KHSURJUDPFRXOGDOVRUHVXOWLQPDMRUZDWHUVDYLQJV
FLW\ZLGHLQWKHIXWXUHVDYLQJDVPXFKDVELOOLRQJDOORQVSHU\HDU
'HQYHU:DWHUZKLFKLVQRWDSXEOLFXWLOLW\FDQQRWPDNHWKHSURJUDP
DUHTXLUHPHQWZLWKRXWDQRUGLQDQFHIURPWKHPXQLFLSDOJRYHUQPHQW
%HFDXVHWKHLGHDLVVWLOOLQWKHHDUO\GHYHORSPHQWVWDJHVDQGLVSRWHQ
WLDOO\FRQWURYHUVLDOFDUHIXODQGWKRURXJKSODQQLQJLVUHTXLUHG/DV9HJDV
$OWKRXJKRQFHRQHRIWKHQDWLRQ¶VKHDYLHVWZDWHUXVHUVJDOORQV
SHUFDSLWDSHUGD\LQ/DV9HJDV1HYDGDLVTXLFNO\EHFRPLQJ
RQHRIWKHQDWLRQ¶VSUHPLHUFRQVHUYDWLRQLVWV$NH\SURJUDPKDVEHHQ
WKHFLW\¶V³FDVKIRUJUDVV´SURJUDPZKHUHE\ODQGRZQHUVDUHJLYHQD
GROODUSHUVTXDUHIRRWRI.HQWXFN\EOXHJUDVVODZQUHPRYHG6LQFH
WKHSURJUDPEHJDQRYHUPLOOLRQVTXDUHIHHWRIODZQKDYHEHHQ
FRQYHUWHGWRQRQYHJHWDWLYHJURXQGFRYHUVQDWLYHSODQWVRURWKHU
GURXJKWWROHUDQWSODQWVUHTXLULQJDURXQGRQHTXDUWHURIWKHZDWHURI
FRQYHQWLRQDOODZQWXUI %HFDXVHRXWGRRUZDWHUPDNHVXSKDOIRI
VLQJOHIDPLO\UHVLGHQWLDOZDWHUXVHDQGLVODUJHO\VXEMHFWWRFRQVHUYD
WLRQLQFRPSDULVRQWRLQGRRUZDWHUXVHFRQYHUVLRQRIRXWGRRUZDWHU
WRRWKHUXVHVLVH[WUHPHO\EHQH¿FLDO%\SURYLGLQJLQFHQWLYHVIRU
FRQVXPHUVWRDOWHUWKHLURXWGRRUZDWHUXVHV/DV9HJDVKDVEHFRPH
RQHRIWKHPRVWVXFFHVVIXOFLWLHVLQWKH5RFNLHV5HJLRQLQUHGXFLQJ
RXWGRRUXVDJH
6LJQL¿FDQFHIRUWKH5RFNLHV
:KLOHVRPHFRQVHUYDWLRQSURJUDPVDUHDSSOLFDEOHUHJLRQZLGHRWKHUVPD\QRWEH7KHFLW\OHDGHUVRI'HQYHUIRUH[DPSOHPLJKWQRWZDQWWRUHGXFH
RXWGRRUZDWHUXVHWRWKHH[WHQWWKDW/DV9HJDVKDVEHFDXVH'HQYHU¶VZDWHUVXSSOLHVDUHH[WUHPHO\YDULDEOHDQGODZQVFDQVHUYHDVDVXSSO\VRXUFHGXULQJ
GURXJKWWKDWLVWKHFLW\FDQHQKDQFHLWVDYDLODEOHZDWHUVXSSO\E\UHVWULFWLQJRXWGRRUXVH/DV9HJDVLVJXDUDQWHHGLWV&RORUDGR5LYHUDOORWPHQWDQGLWKDV
DZDVWHZDWHUFUHGLWSURJUDPZKLFKLQFUHDVHVLQFHQWLYHVIRUFRQVXPHUVWRDOVRFRQVHUYHZDWHUXVHGLQGRRUVWKHOHDVWFRQVXPSWLYHRIZDWHUXVHV7LPHRI
VDOHUHWUR¿WVKDYH\HWWREHXVHGRQDZLGHVFDOHVRWKHLUWUXHHIIHFWLYHQHVVUHPDLQVXQNQRZQ)LQDOO\ZDWHUUDWHVWUXFWXUHVVXFKDV7XFVRQ¶VDUHLQFUHDVLQJO\
EHLQJXWLOL]HGDFURVVWKH5RFNLHV &RQVHUYDWLRQSURJUDPVZKLOHVRPHWLPHVFRQWURYHUVLDODUHDOVRHVVHQWLDODVSRSXODWLRQVJURZLQWKHGU\5RFNLHV5HJLRQ
'HVSLWHGLIIHUHQFHVLQPXQLFLSDOFKDUDFWHULVWLFVVHYHUDOFLWLHVKDYHLPSOHPHQWHGGLVWLQFWDQGVXFFHVVIXOSURJUDPVWKDWFDQVHUYHDVPRGHOVIRURWKHUPXQLFL
SDOLWLHVDQGUHJLRQV
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(QGQRWHV
&KULV'DO\³8QLWHG6WDWHV$YHUDJH$QQXDO3UHFLSLWDWLRQ±´LQ1DWLRQDO
$WODVRIWKH8QLWHG6WDWHVKWWSQDWLRQDODWODVJRY
0DUN7$QGHUVRQDQG/OR\G+:RRVOH\-U³:DWHU$YDLODELOLW\IRUWKH:HVWHUQ
8QLWHG6WDWHV².H\6FLHQWL¿F&KDOOHQJHV´86*HRORJLFDO6XUYH\&LUFXODUS
,ELGS
,ELGS
6XVDQ6+XWVRQ1DQF\/%DUEHU-RDQ).HQQ\.ULVWLQ6/LQVH\'HERUDK6/XPLD
DQG0ROO\$0DXSLQ³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´86*6
&LUFXODUS
.5)URVW DQG+&6FKZDOHQ  ³(YDSRWUDQVSLUDWLRQGXULQJ VSULQNOHU LUULJDWLRQ´
7UDQVDFWLRQVRIWKH$6$(9ROXPHS±
$HYDSRUDWLRQORVVZRXOGRFFXUIURPDVSULQNOHUZLWKDLQFKQR]]OHGLDPHWHU
RSHUDWHGDWSRXQGVSHUVTXDUHLQFKSVLZLWKDZLQGVSHHGRIPLOHVSHUKRXUPSK
DLUWHPSHUDWXUHRI)DQGUHODWLYHKXPLGLW\RISHUFHQW7KHVHVSULQNOHUORVVHVWLPDWHV
DUHDSSUR[LPDWLRQVIURP)URVWDQG6FKZDOHQ³(YDSRWUDQVSLUDWLRQGXULQJVSULQNOHU
LUULJDWLRQ´
:HVWHUQ5HVRXUFH$GYRFDWHV³6PDUW:DWHU$&RPSDUDWLYH6WXG\RI8UEDQ:DWHU
8VH (I¿FLHQF\$FURVV WKH 6RXWKZHVW´ KWWSZZZZHVWHUQUHVRXUFHDGYRFDWHVRUJZDWHU
VPDUWZDWHUSKS
6XVDQ6+XWVRQ1DQF\/%DUEHU-RDQ).HQQ\.ULVWLQ6/LQVH\'HERUDK6/XPLD
DQG0ROO\$0DXSLQ³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´86*6
&LUFXODUS
,ELGS
,ELGS
&DOFXODWLRQVPDGHIURP6XVDQ6+XWVRQ1DQF\/%DUEHU -RDQ).HQQ\.ULVWLQ6
/LQVH\'HERUDK6/XPLDDQG0ROO\$0DXSLQ³(VWLPDWHG8VHRI:DWHULQWKH
8QLWHG6WDWHVLQ´86*6&LUFXODUS
6XVDQ6+XWVRQ1DQF\/%DUEHU-RDQ).HQQ\.ULVWLQ6/LQVH\'HERUDK6/XPLD
DQG0ROO\$0DXSLQ³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´86*6
&LUFXODUSJ
,ELGS
,ELGS
,ELGS
6XVDQ6+XWVRQ1DQF\/%DUEHU-RDQ).HQQ\.ULVWLQ6/LQVH\'HERUDK6/XPLD
DQG0ROO\$0DXSLQ³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´86*6
&LUFXODU S
:LOOLDP(7HPSOLQ5LFKDUG$+HUEHUW&ODLUH%6WDLQDNHU0DULOHH+RUQDQG:D\QH%
6ROOH\&KDSWHU86*HRORJLFDO6XUYH\1DWLRQDO+DQGERRNIRU5HFRPPHQGHG0HWK
RGVIRU:DWHU'DWD$FTXLVLWLRQQGKWWSSXEVXVJVJRYFKDSWHUFKDSWHU&KWPO
86*HRORJLFDO6XUYH\:DWHU5HVRXUFHVRIWKH8QLWHG6WDWHV(VWLPDWHG8VHRI
:DWHULQWKH8QLWHG6WDWHV1DWLRQDO$WODVRIWKH8QLWHG6WDWHV5HVWRQ9$KWWS
ZZZQDWLRQDODWODVJRY
,ELG
:DOWHU+HFR[ HW DO  ³7KH &RORUDGR&ROOHJH 6WDWH RI WKH5RFNLHV5HSRUW
&DUG´KWWSZZZFRORUDGRFROOHJHHGXVWDWHRIWKHURFNLHV5HSRUW&DUGKWPO
&DOFXODWLRQV IURP 86 *HRORJLFDO 6XUYH\ :DWHU 5HVRXUFHV RI WKH 8QLWHG 6WDWHV
(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHV86*HRORJLFDO6XUYH\:DWHU
5HVRXUFHV RI WKH8QLWHG 6WDWHV  (VWLPDWHG8VH RI:DWHU LQ WKH8QLWHG 6WDWHV
1DWLRQDO$WODVRIWKH8QLWHG6WDWHV5HVWRQ9$KWWSZZZQDWLRQDODWODVJRY86
*HRORJLFDO6XUYH\:DWHU5HVRXUFHVRIWKH8QLWHG6WDWHV(VWLPDWHG8VHRI:DWHU
LQWKH8QLWHG6WDWHV86*HRORJLFDO6XUYH\1DWLRQDO:DWHU8VH3URJUDP5HVWRQ
9$KWWSZDWHUXVJVJRYZDWXVH86*HRORJLFDO6XUYH\:DWHU5HVRXUFHVRIWKH8QLWHG
6WDWHV(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHV86*HRORJLFDO6XU
YH\1DWLRQDO:DWHU8VH3URJUDP5HVWRQ9$KWWSZDWHUXVJVJRYZDWXVH
86 %XUHDX RI WKH &HQVXV  +LVWRULFDO 6WDWLVWLFV RI WKH8QLWHG 6WDWHV &RORQLDO
7LPHVWR%LFHQWHQQLDO(GLWLRQ3DUW&KDSWHUV$±0
86*HRORJLFDO6XUYH\:DWHU5HVRXUFHVRIWKH8QLWHG6WDWHV(VWLPDWHG8VHRI
:DWHULQWKH8QLWHG6WDWHV
,ELG
&DOFXODWLRQVIURP+XWVRQHWDO³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´
S
&DOFXDWLRQVIURP86*HRORJLFDO6XUYH\:DWHU5HVRXUFHVRIWKH8QLWHG6WDWHV
(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHV
+XWVRQHWDO³(VWLPDWHG8VHRI:DWHULQWKH8QLWHG6WDWHVLQ´86*6FLUFXODU
S
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'BDVMUZ0WFSWJFX
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
$ERXWWKHDXWKRU3KLOOLS0.DQQDQLVGLVWLQJXLVKHGOHFWXUHUDQGOHJDOVFKRODULQUHVLGHQFHDW&RORUDGR&ROOHJH

,QWURGXFWLRQ
7KH8QLWHG6WDWHV)RUHVW6HUYLFH)RUHVW6HUYLFHPDQDJHV
PLOOLRQ DFUHV DV QDWLRQDO IRUHVWV QDWLRQDO JUDVVODQGV DQG RWKHU
ODQGV FROOHFWLYHO\ FDOOHG WKH QDWLRQDO IRUHVW V\VWHP  PLOOLRQ
DFUHVRIWKLVWRWDODUHGHVLJQDWHGDVZLOGHUQHVV,QWKLVHIIRUWWKH
)RUHVW6HUYLFHLVVXEMHFWWRWKHFRQWURORIERWK&RQJUHVVDQGWKH
SUHVLGHQWKRZHYHULQLPSOHPHQWLQJWKHEURDGSROLFLHVVHWE\ODZV
DQGH[HFXWLYHGLUHFWLYHVWKH)RUHVW6HUYLFHKDVEURDGGLVFUHWLRQ
7KHSXEOLFLQFOXGLQJIRUH[DPSOHHQYLURQPHQWDOJURXSVORJJLQJ
FRPSDQLHV ORFDO JRYHUQPHQWV$79PDQXIDFWXUHUV DQG RZQHUV
KLNHUVDQGVNLHUVFDQDWWHPSWWRLQÀXHQFHWKHGLVFUHWLRQDU\GHFL
VLRQVPDGHDWHYHU\OHYHORIWKH)RUHVW6HUYLFH6LQFHDWOHDVW
ZKHQWKH1DWLRQDO(QYLURQPHQWDO3ROLF\$FW1(3$EHFDPHODZ
WKHUHKDYHEHHQDGPLQLVWUDWLYH DQG MXGLFLDO SURFHGXUHV DYDLODEOH
WR DQ\RQH LQFOXGLQJ WKH JURXSVPHQWLRQHG LQ WKH SUHYLRXV VHQ
WHQFHZKRKDVEHHQLQMXUHGE\D)RUHVW6HUYLFHGHFLVLRQWRKDYH
LW UHYLHZHGE\ DQ LQGHSHQGHQW DGMXGLFDWRU WRGHWHUPLQHZKHWKHU
LWLVLQFRPSOLDQFHZLWKWKHUHTXLUHPHQWVHVWDEOLVKHGE\ODZVDQG
UHJXODWLRQV
,Q&RQJUHVV HQDFWHG WKH0XOWLSOH8VH6XVWDLQHG<LHOG$FW
086<$ ZKLFK UHTXLUHV WKDW WKH QDWLRQDO IRUHVWV EH XVHG IRU
³RXWGRRUUHFUHDWLRQUDQJHWLPEHUZDWHUVKHGDQGZLOGOLIHDQG¿VK
SXUSRVHV´  &RQJUHVVZDV VLOHQWRQ WKHZHLJKWV WREHDVVLJQHG
WR WKHVH XVHV WKXV WKHPDQDJHUV RI QDWLRQDO IRUHVWV KDYH EURDG
GLVFUHWLRQLQGRLQJVR $OWKRXJKWKLVOLVWRIXVHVLVDOSKDEHWLFDO
SUHVXPDEO\VRDVQRWWRLPSO\DUDQNLQJWKHGRPLQDQWXVHRIQD
WLRQDOIRUHVWVLVIRUWLPEHU7KHLQVWLWXWLRQDOFXOWXUHRIWKH)RUHVW
6HUYLFHHVWDEOLVKHGE\LWVIRXQGHU*LIIRUG3LQFKRWLVUHÀHFWHGLQ
3LQFKRW¶VIDPRXVFKDUDFWHUL]DWLRQRI WKHSXUSRVHRIQDWLRQDOIRU
HVWVDVSURYLGLQJ³WKHJUHDWHVWJRRGIRUWKHJUHDWHVWQXPEHUIRUWKH
ORQJHVWWLPH´7KLVHIIHFWLYHO\PDQGDWHGWKDWWKHGRPLQDQWXVHRI
WKHIRUHVWVZRXOGEHJURZLQJWUHHVDVDFURS
,WZDVWDNHQDVDQD[LRPWKDWIRUHVW¿UHVDUHDWKUHDWWRWKLVFURS
)URPWKLVSUHPLVHWKH)RUHVW6HUYLFHPDQDJHUVSXWLQIRUFHZKDW
KDVEHHQFDOOHG WKHDPSROLF\DOO IRUHVW¿UHVPXVWEH VXS
SUHVVHGE\DPRIWKHGD\WKH\ZHUHUHSRUWHG7KHUHVXOWVRI
WKLVSROLF\ZHUHIHZHUDFUHVRIQDWLRQDOIRUHVWEXUQHGDQG
ODUJHUIXHOORDGVLQWKHIRUHVWV7KH)RUHVW6HUYLFHUHFRJQL]HGWKH
ULVNSUHVHQWHGE\ WKHVHFRQGLWLRQV LW UDQNHG¿UH DQG IXHO DV WKH
JUHDWHVWWKUHDWVWRWKHKHDOWKRIQDWLRQDOIRUHVWV,QLWDGRSWHG
DSROLF\WKDWLQFOXGHGPHFKDQLFDOWKLQQLQJSUHVFULEHG¿UHDQGVH
OHFWLYH¿UHVXSSUHVVLRQ
7KHQHZSROLF\GLGQRWSUHYHQW VHYHUH¿UH VHDVRQV LQDQG
3UHVLGHQW%XVKGHFLGHGWRPRGLI\WKHSROLF\ZLWKWKHJRDORI
UHGXFLQJWKHULVNRIVHYHUHIRUHVW¿UHHYHQIXUWKHU,Q$XJXVW
KHDGRSWHGDSROLF\FDOOHGWKH+HDOWK\)RUHVWV,QLWLDWLYH7KLVQHZ
SROLF\KDVWZRFRPSRQHQWVDGPLQLVWUDWLYHDQGOHJLVODWLYH
7RJHWKHUWKHVHPDQGDWHVUHSUHVHQWDGUDPDWLFFKDQJHLQWKHPDQ
DJHPHQWRIQDWLRQDOIRUHVWVQRWPHUHO\DPRGL¿HGDSSURDFKWR¿UH
SURWHFWLRQ
7KH$GPLQLVWUDWLYH&RPSRQHQWRIWKH+HDOWK\)RUHVWV,QLWLDWLYH
%HFDXVHWKHDGPLQLVWUDWLYHFKDQJHVUHTXLUHGQRFRQJUHVVLRQDODS
SURYDO3UHVLGHQW%XVKZDVDEOH WR LQLWLDWH WKHVHFKDQJHVDOPRVW
LPPHGLDWHO\DIWHUDQQRXQFLQJWKHQHZSURJUDP7KHDGPLQLVWUD
WLRQSXWWKHIROORZLQJJHQHUDOSROLF\LQSODFH³+),>+HDOWK\)RU
HVWV,QLWLDWLYH@IRFXVHVRQUHGXFLQJWKHULVNRIFDWDVWURSKLF¿UHE\
WKLQQLQJGHQVHXQGHUJURZWKDQGEUXVKLQSULRULW\ORFDWLRQVWKDWDUH
RQDFROODERUDWLYHEDVLVZLWKVHOHFWHGIHGHUDOVWDWHWULEDODQGOR
FDORI¿FLDOVDQGFRPPXQLWLHV7KHLQLWLDWLYHDOVRSURYLGHVIRUPRUH
WLPHO\UHVSRQVHVWRGLVHDVHDQGLQVHFWLQIHVWDWLRQVWKDWWKUHDWHQWR
GHYDVWDWH IRUHVWV´  7KH HPSKDVLVZDV RQPHFKDQLFDO UHPRYDO
UDWKHUWKDQSUHVFULEHGEXUQLQJDQGWKHLQYROYHPHQWRIORFDORI¿
FLDOV%\'HFHPEHURIWKHVHSURMHFWVZHUHXQGHUZD\
E\WKH)RUHVW6HUYLFHDQGPRUHZHUHSODQQHGE\WKH%XUHDXRI
/DQG0DQDJHPHQW
7KHPRVW LPSRUWDQW HOHPHQWRI WKHDGPLQLVWUDWLYHFRPSRQHQWRI
WKH+HDOWK\ )RUHVWV ,QLWLDWLYH LV LWV HIIHFW RQ WKH1DWLRQDO (QYL
URQPHQWDO 3ROLF\$FW 1(3$  7KLV DFW UHTXLUHV HYHU\ IHGHUDO
DJHQF\WRSUHSDUHDQHQYLURQPHQWDOLPSDFWVWDWHPHQW(,6IRUHY
HU\SURSRVHGPDMRUIHGHUDODFWLRQWKDWZLOOKDYHDVLJQL¿FDQWHIIHFW
RQ WKH HQYLURQPHQW (DFK DJHQF\KDV LPSOHPHQWHG WKLVREOLJD
WLRQWKURXJKDWULDJHV\VWHPDFWLRQVDUHFODVVL¿HGLQWRRQHRIWKUHH
FDWHJRULHV  ,Q WKH¿UVW FDWHJRU\DUH WKRVHDFWLRQV WKDWQRUPDOO\
UHTXLUHDQ(,6 ,QWKHVHFRQGFDWHJRU\DUHWKRVHDJHQF\DFWLRQV
WKDWEHFDXVHRIWKHLUOLPLWHGHIIHFWRQWKHHQYLURQPHQWWKHDJHQF\
KDVGHWHUPLQHGGRQRWUHTXLUHDQ(,6WKHVHDUHFDOOHGFDWHJRULFDO
H[FOXVLRQV 7KH WKLUGFDWHJRU\FRQVLVWVRI WKRVHDFWLRQVZKLFK
GRQRWFOHDUO\¿WLQWRHLWKHURIWKHRWKHUWZRIRUWKHVHDFWLRQVWKH
DJHQF\PXVWSUHSDUHDQHQYLURQPHQWDODVVHVVPHQW($WRGHWHU
PLQHZKHWKHURUQRW WKHDFWLRQZLOOKDYHDVLJQL¿FDQW LPSDFWRQ
WKHHQYLURQPHQW
%\3KLOOLS0.DQQDQJXHVWFRQWULEXWRU
5IF)FBMUIZ'PSFTUT3FTUPSBUJPO"DU

$JHQFLHV DUH UHTXLUHG WR SURYLGH D VDIHW\ YDOYH IRU FDWHJRUL
FDOH[FOXVLRQV 7KHDSSOLFDEOH UHJXODWLRQVWDWHV³>$JHQFLHV@«
VKDOO SURYLGH IRU H[WUDRUGLQDU\ FLUFXPVWDQFHV LQ ZKLFK D QRU
PDOO\ H[FOXGHG DFWLRQPD\ KDYH D VLJQL¿FDQW HQYLURQPHQWDO HI
IHFW´  'HWHUPLQLQJZKHQH[WUDRUGLQDU\FLUFXPVWDQFHV H[LVW LV
DOPRVWFRPSOHWHO\ZLWKLQWKHGLVFUHWLRQRIWKHDJHQF\FKDOOHQJHV
WRDQDJHQF\¶VGHFLVLRQWKDWDSDUWLFXODUDFWLRQLVQRWDQH[WUDRU
GLQDU\FLUFXPVWDQFHKDVDOPRVWQRFKDQFHRIVXFFHVV7KH&RXUW
RI$SSHDOV IRU WKH7HQWK&LUFXLW VXPPDUL]HG WKLV OHJDOSULQFLSOH
DVIROORZV³>$JHQFLHV@«DUHDIIRUGHGDSUHVXPSWLRQRIUHJXODU
LW\«7KLVFRXUWJUDQWV³VXEVWDQWLDOGHIHUHQFH´WRWKHDJHQF\¶V
LQWHUSUHWDWLRQRILWVRZQUHJXODWLRQV:HPD\UHMHFWWKHDJHQF\¶V
LQWHUSUHWDWLRQRQO\ZKHQLWLVXQUHDVRQDEOHSODLQO\HUURQHRXVRU
LQFRQVLVWHQWZLWKWKHUHJXODWLRQ¶VSODLQPHDQLQJ´7KHFKDOOHQJHU
ZRXOGKDYHWKHEXUGHQRIRYHUFRPLQJWKHSUHVXPSWLRQRIUHJXODU
LW\DQGWKXVKDYHOLPLWHGFKDQFHVRIIRUFLQJDQDJHQF\WRDSSO\
WKHH[WUDRUGLQDU\FLUFXPVWDQFHVSURFHGXUH
7KH)RUHVW6HUYLFHLVVXHGUHJXODWLRQVDGGLQJQHZFDWHJRULFDOH[
FOXVLRQV7KHVHLQFOXGHKDUYHVWRIOLYHWUHHVQRWWRH[FHHG
DFUHVZLWKQRPRUHWKDQPLOHRIWHPSRUDU\URDGFRQVWUXFWLRQ
 VDOYDJH RI GHDG DQGRU G\LQJ WUHHV QRW WR H[FHHG  DFUHV
ZLWK QRPRUH WKDQ PLOH RI WHPSRUDU\ URDG FRQVWUXFWLRQ 
FRPPHUFLDODQGQRQFRPPHUFLDOIHOOLQJDQGUHPRYDORIDQ\WUHHV
QHFHVVDU\WRFRQWUROWKHVSUHDGRILQVHFWVDQGGLVHDVHRQQRPRUH
WKDQDFUHVZLWKQRPRUHWKDQPLOHRIWHPSRUDU\URDGFRQ
VWUXFWLRQKD]DUGRXVIXHOVUHGXFWLRQDFWLYLWLHVDQGUHKD
ELOLWDWLRQDFWLYLWLHVIRUODQGVDQGLQIUDVWUXFWXUHLPSDFWHGE\¿UHVRU
¿UHVXSSUHVVLRQ7KHVHH[HPSWLRQVPHDQWKDWQHLWKHUWKH)RUHVW
6HUYLFHGHFLVLRQPDNHUQRUWKHSXEOLFZLOOKDYHWKHEHQH¿WRIWKH
VFLHQWL¿FHFRQRPLFDQGRWKHUGDWDWKDWZRXOGEHLQFOXGHGLQWKH
HQYLURQPHQWDODVVHVVPHQWRUHQYLURQPHQWDOLPSDFWVWDWHPHQWVIRU
WKHVHFDWHJRULHV
7KHIXHOUHGXFWLRQDFWLYLWLHVFDWHJRULFDOH[FOXVLRQDSSOLHVWRSURM
HFWVXSWRDFUHVIRUXVHRISUHVFULEHG¿UHDQGDFUHVRI
PHFKDQLFDOFRQWUROVXFKDVWKLQQLQJ7KHUHKDELOLWDWLRQFDWHJRULFDO
H[FOXVLRQDSSOLHVWRSURMHFWVRIXSWRDFUHV)DFWVVXFKDV
FRPSRVLWLRQRIWKHVRLOWKHVORSHRIWKHDUHDWREHORJJHGWKHSUR[
LPLW\RIWKHDFWLYLW\WRVXUIDFHZDWHUDQGWRJURXQGZDWHUDQGRWKHU
FKDUDFWHULVWLFVRIWKHVLWHDUHLUUHOHYDQWWRWKHVHH[FOXVLRQV
7KHIDFWWKDWWKHFDWHJRULFDOH[FOXVLRQVVHWVSHFL¿FDFUHDJHOLPLWV
DQGVSHFL¿FURDGOHQJWKOLPLWVFUHDWHVWKHRSSRUWXQLW\IRUWKH)RU
HVW6HUYLFHWRDSSO\PHFKDQLFDOFRQWUROPHWKRGVWRODUJHIRUHVWVLQ
DFUHELWHVZLWKRXWHLWKHUDQHQYLURQPHQWDODVVHVVPHQWRUDQ
(,60RUHRYHUHYHQLIQRQHRIWKHLQGLYLGXDODFUHSURM
HFWVKDVDVLJQL¿FDQWLPSDFWRQWKHHQYLURQPHQWWKHFRPELQHGRU
FXPXODWLYHHQYLURQPHQWDOHIIHFWRIVHYHUDORIWKHPFDQEHVLJQL¿
FDQW7KHIDFWWKDWHDFKLVFDWHJRULFDOO\H[FOXGHGIURPWKH1(3$
SURFHVVKRZHYHUPHDQVWKDWWKHFXPXODWLYHLPSDFWVPD\QHYHUEH
DQDO\]HG1(3$UHTXLUHV³DOOIHGHUDODJHQFLHVWRFRQVLGHUYDOXHV
RIHQYLURQPHQWDOSUHVHUYDWLRQLQWKHLUVSKHUHVRIDFWLYLWLHV´WKDW
JRDOVKRXOGEHPRUHH[SOLFLWLQWKH+HDOWK\)RUHVWV,QLWLDWLYH
,QDGGLWLRQWRWKHVHOLPLWVRQ1(3$WKHDGPLQLVWUDWLRQDGRSWHGD
SURFHVVOLPLWLQJWKHFRQVXOWDWLRQUHTXLUHPHQWVXQGHUVHFWLRQRI
WKH(QGDQJHUHG6SHFLHV$FW (6$ 8QGHU WKLVSURYLVLRQRI WKH
(6$DJHQFLHVFRQVLGHULQJDFWLRQWKDWFRXOGDIIHFWDQHQGDQJHUHG
RUWKUHDWHQHGVSHFLHVPXVWSUHSDUHDELRORJLFDODVVHVVPHQWRIWKH
OLNHO\KDUPWRWKHVSHFLHVDQGWKHQFRQVXOWZLWKWKH)LVKDQG:LOG
OLIH6HUYLFHZKLFKFDQLPSRVHFRQGLWLRQVRQWKHSURSRVHGDFWLRQ
LQFOXGLQJSURKLELWLQJLWLQRUGHUWRSURWHFWWKHVSHFLHV2QHFRP
PHQWDWRUKDVFKDUDFWHUL]HGWKHQHZSURFHVVDV³DOORZLQJDJHQFLHV
FDUU\LQJRXW¿UHPDQDJHPHQWDFWLYLWLHVWRDYRLGDQ\FRQVXOWDWLRQV
>XQGHUWKH(6$@´
2WKHUSURYLVLRQVLQWKH)RUHVW6HUYLFH¶VUHJXODWLRQVHOLPLQDWHDG
PLQLVWUDWLYHDSSHDOVZKHQDGHFLVLRQUHJDUGLQJD+HDOWK\)RUHVWV
,QLWLDWLYHSURMHFWLVPDGHE\WKHVHFUHWDU\RUXQGHUVHFUHWDU\2QO\
DSHUVRQRURUJDQL]DWLRQWKDWVXEPLWWHG³VXEVWDQWLYHZULWWHQRURUDO
FRPPHQWV´FDQDSSHDOGHFLVLRQVLQVXFKSURMHFWV
7KHQHWUHVXOWRIWKHVHDGPLQLVWUDWLYHSROLFLHVLVWKDWIXHOUHGXFWLRQ
DFWLYLWLHVUHKDELOLWDWLRQDFWLYLWLHVIRUODQGVDQGLQIUDVWUXFWXUHLP
SDFWHGE\¿UHVRU¿UHVXSSUHVVLRQDQGWKHRWKHUFDWHJRULFDOH[FOX
VLRQVDQGRWKHU+HDOWK\)RUHVWV,QLWLDWLYHSURMHFWVZLOOKDYHOLWWOH
UHYLHZE\DQ\RQHRXWVLGHWKH)RUHVW6HUYLFH7KHSXEOLFZLOOKDYH
OHVVGDWDDQGOHVVLQSXWUHJDUGLQJVXFKDFWLYLWLHVWKDWIDOOZLWKLQD
FDWHJRULFDOH[FOXVLRQ7KH)LVKDQG:LOGOLIH6HUYLFHGHVLJQDWHG
E\&RQJUHVVDVWKHSURWHFWRURIHQGDQJHUHGDQGWKUHDWHQHGVSHFLHV
ZLOOKDYHOHVVLQÀXHQFHRYHUWKH)RUHVW6HUYLFHLQWKHVHDFWLYLWLHV
7KH +HDOWK\ )RUHVWV ,QLWLDWLYH LQFOXGHG RQH DGGLWLRQDO DGPLQLV
WUDWLYHSROLF\ZKLFK LQYROYHV WKH1RUWKZHVW)RUHVW3ODQRI
1:)37KH1:)3HVWDEOLVKHGDQHFRV\VWHPVUHJLPHIRUPDQ
DJLQJ PLOOLRQ DFUHV RI IHGHUDO IRUHVWV LQ WKH QRUWKZHVW WKDW
ZHUHWKHKDELWDWRIWKHQRUWKHUQVSRWWHGRZO7KLVSODQVHWWLPEHU
WDUJHWVEXWUHTXLUHGVSHFL¿FPLWLJDWLRQPHDVXUHV7KH)RUHVW6HU
YLFHDQGWKH%XUHDXRI/DQG0DQDJHPHQWKDYHIDLOHGWRPHHWWKRVH
PHDVXUHVWKXVWKHWLPEHUKDUYHVWKDVEHHQEHORZWKHWDUJHWV7KH
+HDOWK\)RUHVWV,QLWLDWLYHZHDNHQVWKHPLWLJDWLRQUHTXLUHPHQWVRI
WKH1:)3DQGZLOOWKXVPDNHWKHKDUYHVWWDUJHWVPRUHOLNHO\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5')DFXOW\2YHUYLHZ7KH+HDOWK\)RUHVWV5HVWRUDWLRQ$FW
3LFQLF5RFN)LUHQHDU)W&ROOLQV&RORUDGR$SULO
7KH/HJLVODWLYH&RPSRQHQWRIWKH+HDOWK\)RUHVWV,QLWLDWLYH
7KH+HDOWK\)RUHVWV5HVWRUDWLRQ$FWRI+)5$EHFDPHODZ
RQ'HFHPEHU 2QHRILWVSULPDU\SXUSRVHVLVWRLPSURYH
SODQQLQJDVDVWUDWHJ\WRUHGXFHSHUVRQDOLQMXU\DQGSURSHUW\GDP
DJHIURPZLOG¿UHV7KLVLQFOXGHVLGHQWLI\LQJDWULVNFRPPXQLWLHV
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7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
/HJHQG
%XUHDXRI/DQG0DQDJHPHQW
%XUHDXRI5HFODPDWLRQ
'HSDUWPHQWRI'HIHQVH
)RUHVW6HUYLFH
)LVKDQG:LOGOLIH6HUYLFH
1DWLRQDO3DUN6HUYLFH
2WKHU
1DWLYH$PHULFDQ/DQGV
3XEOLF)RUHVW0DQDJHUVLQWKH5RFNLHV
)XWXUHIRUHVWKHDOWKLQWKH5RFNLHV5HJLRQLVKLJKO\GHSHQGHQWRQ
SXEOLF ODQGPDQDJHUVDQGWKHLUDYDLODEOHUHVRXUFHV,QWKH5RFN
LHVDSSUR[LPDWHO\WZRWKLUGVRIIRUHVWVDUHSXEOLFO\RZQHGE\WKH
86)RUHVW6HUYLFH%XUHDXRI/DQG0DQDJHPHQWDQG%XUHDXRI
,QGLDQ$IIDLUV $VVKRZQLQ)LJXUHDQG7DEOH WRWDO IHGHUDO
ODQGRZQHUVKLSLQWKH5RFNLHVHTXDOVSHUFHQWDQGLVGRPLQDWHG
E\WKH%XUHDXRI/DQG0DQDJHPHQWSHUFHQW86)RUHVW6HU
YLFHSHUFHQWDQG%XUHDXRI,QGLDQ$IIDLUVSHUFHQW2WKHU
IHGHUDODJHQFLHVDFFRXQWIRUWKHUHPDLQLQJ¿YHSHUFHQWVXFKDVWKH
86)LVKDQG:LOGOLIH6HUYLFHWKH1DWLRQDO3DUN6HUYLFHDQGWKH
'HSDUWPHQWRI'HIHQVH)LJXUHSUHVHQWVWKHIHGHUDOODQGRZQHU
VKLSLQHDFK5RFNLHVVWDWHZLWK1HYDGDUHDFKLQJSHUFHQWSXEOLF
RZQHUVKLS)RUFRPSDULVRQSXEOLFODQGRZQHUVKLSE\FHQVXVGLYL
VLRQLVVKRZQLQ)LJXUHDQG7DEOH2IDOOWKH86FHQVXVGLYL
VLRQVWKH0RXQWDLQ'LYLVLRQLVVHFRQGRQO\WRWKH3DFL¿F'LYLVLRQ
LQIHGHUDO ODQGKROGLQJVYHUVXVSHUFHQW UHVSHFWLYHO\ WKH
ODWWHUGRPLQDWHGE\%/0DQG86)LVKDQG:LOGOLIH6HUYLFHODQGV
LQ$ODVND7KHDYHUDJHSURSRUWLRQRIIHGHUDOODQGRZQHUVKLSLQWKH
UHPDLQLQJVHYHQFHQVXVGLYLVLRQVHTXDOVSHUFHQWVXJJHVWLQJWKDW
IHGHUDOODQGPDQDJHPHQWSUDFWLFHVZLOOKDYHDVWURQJHULQÀXHQFH
LQWKH:HVWHUQ8QLWHG6WDWHVUHODWLYHWR WKHSRSXORXV(DVWHUQUH
JLRQV7KLVUHLQIRUFHVWKHSHUFHSWLRQRID5RFNLHV³LQODQGFRORQ\´
ZKHUH GHFLVLRQVPDGH RXWVLGH WKH UHJLRQ KDYH D JUHDWHU UHODWLYH
LQÀXHQFHRQ ODQGPDQDJHPHQWDQGUHJLRQDOVWDNHKROGHUV WKDQ LQ
RWKHUDUHDVRIWKH86
3ULYDWHO\KHOGIRUHVW ODQGVDUH LQFUHDVLQJO\EHFRPLQJSDUWRI WKH
ZLOGODQG±XUEDQLQWHUIDFH:8,ZKHUHLQWHUVSHUVHGSULYDWHGHYHO
RSPHQWPHHWVODUJHWUDFWVRISXEOLFIRUHVWVHHGLVFXVVLRQEHORZ
7KHUHPDLQGHURISULYDWHIRUHVWHGODQGVLVRZQHGIRUPXOWLSOHXVHV
LQFOXGLQJ WLPEHUSURGXFWLRQJUD]LQJDQGFRQVHUYDWLRQ%HFDXVH
IHGHUDODJHQFLHVFRQWUROWKHPDMRULW\RIIRUHVWHGODQGVLQWKH5RFN
LHVWKH\ZLOOEHWKHIRFXVRIWKLVUHSRUW+RZHYHUSXEOLFODQGPDQ
DJHPHQWSUDFWLFHVFDQJUHDWO\LQÀXHQFHQHDUE\SULYDWHIRUHVWVSDU
WLFXODUO\ZLWKUHDJUHGWRLQVHFWDQGGLVHDVHLQIHVWDWLRQRU¿UHULVN
)
2
5(
67+
(
$
/7+,17+
(5
2
&.
,(
6
)LJXUH
)HGHUDO/DQG2ZQHUVKLSLQWKH5RFNLHV
6RXUFH 1DWLRQDO$WODVRIWKH8QLWHG6WDWHV
6WDWH %XUHDXRI/DQG
0DQDJHPHQW
%XUHDXRI
5HFODPDWLRQ
'HSDUWPHQW
RI'HIHQVH
86)RUHVW
6HUYLFH
86)LVKDQG
:LOGOLIH6HUYLFH
1DWLRQDO
3DUN6HUYLFH
2WKHU %XUHDXRI
,QGLDQ$IIDLUV
RI7RWDO/DQG
LQ'LYLVLRQ
$UL]RQD         
&RORUDGR         
,GDKR         
0RQWDQD         
1HYDGD         
1HZ0H[LFR         
8WDK         
:\RPLQJ         
5RFNLHV         
7DEOH
5RFNLHV)HGHUDO/DQG2ZQHUVKLS3HUFHQWE\6WDWHDQG$JHQF\
6RXUFH1DWLRQDO$WODVRIWKH8QLWHG6WDWHV
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
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&HQVXV'LYLVLRQ %XUHDXRI/DQG
0DQDJHPHQW
%XUHDXRI
5HFODPDWLRQ
'HSDUWPHQW
RI'HIHQVHV
86)RU
HVW6HUYLFH
86)LVKDQG
:LOGOLIH6HUYLFH
1DWLRQDO
3DUN6HUYLFH
2WKHU %XUHDXRI
,QGLDQ$IIDLUV
RI7RWDO/DQG
LQ'LYLVLRQ
(DVW1RUWK&HQWUDO         
(DVW6RXWK&HQWUDO         
0LGGOH$WODQWLF         
0RXQWDLQ         
1HZ(QJODQG         
3DFL¿F         
6RXWK$WODQWLF         
:HVW1RUWK&HQWUDO         
:HVW6RXWK&HQWUDO         
7DEOH
)HGHUDO/DQG2ZQHUVKLS3HUFHQWE\&HQVXV'LYLVLRQDQG$JHQF\
6RXUFH%XUHDXRI(FRQRPLF$QDO\VLV5HJLRQDO(FRQRPLF,QIRUPDWLRQ6\VWHP
)LJXUH 
)HGHUDO/DQG2ZQHUVKLSE\$JHQF\DQG&HQVXV'LYLVLRQ
6RXUFH 1DWLRQDO$WODV RIWKH8QLWHG6WDWHV
)LJXUH 
)HGHUDO/DQG2ZQHUVKLSLQWKH5RFNLHVE\6WDWHDQG$JHQF\
6RXUFH 1DWLRQDO$WODVRIWKH8QLWHG6WDWHV
        
27+(5
%,$
136
86):6
86)6
'2'
%25
%/0:HVW6RXWK&HQWUDO
:HVW1RUWK&HQWUDO
6RXWK$WODQWLF
3DFLILF
1HZ(QJODQG
0RXQWDLQ
0LGGOH$WODQWLF
(DVW6RXWK&HQWUDO
(DVW1RUWK&HQWUDO
     
27+(5
%,$
136
86):6
86)6
'2'
%25
%/0
5RFNLHV
:\RPLQJ
8WDK
1HZ0H[LFR
1HYDGD
0RQWDQD
,GDKR
&RORUDGR
$UL]RQD
3HUFHQWRI7RWDO/DQG
3HUFHQWRI7RWDO/DQG
)HGHUDO/DQG0DQDJHUVDQG/HJLVODWLRQ
7KH86)RUHVW6HUYLFHZDVRULJLQDOO\HVWDEOLVKHGDVSDUWRIWKH
)RUHVW5HVHUYH$FW RI ZKLFK VWDWHG WKDW ³WKH3UHVLGHQW RI
WKH8QLWHG6WDWHVPD\IURPWLPHWRWLPHVHWDSDUWDQGUHVHUYHLQ
DQ\6WDWHRU7HUULWRU\KDYLQJSXEOLF ODQGEHDULQJ IRUHVWV LQ DQ\
SDUWRIWKHSXEOLFODQGVZKROO\RULQSDUWFRYHUHGZLWKWLPEHURU
XQGHUJURZWKZKHWKHURIFRPPHUFLDOYDOXHRUQRWDVSXEOLFUHVHU
YDWLRQV´7KHDVVRFLDWHG)RUHVW6HUYLFHPDQDJHPHQWJRDOVZHUH
HVWDEOLVKHGLQWKH2UJDQLF$FWRIZLWKWKHDLPRILPSURY
LQJDQGSURWHFWLQJ WKH IRUHVWZLWKLQ WKH UHVHUYDWLRQ  VHFXULQJ
DGHTXDWHZDWHUÀRZDQGIXUQLVKLQJDFRQWLQXRXVWLPEHUVXS
SO\IRUWKHQHHGVRI86FLWL]HQV+RZHYHUWKH2UJDQLF$FWGRHV
QRWDXWKRUL]HWKHLQFOXVLRQRIODQGVZLWKYDOXDEOHPLQHUDOGHSRVLWV
RUDJULFXOWXUDOIHUWLOLW\ZLWKLQWKHQDWLRQDOIRUHVWV 7ZRSULPDU\
UHVRXUFHVVKDSHGWKH2UJDQLF$FWJRDOVDQGWKHFUHDWLRQDQGPDQ
DJHPHQWRIWKHQDWLRQDOIRUHVWVEHWZHHQDQGZDWHUDQG
WLPEHU
:LWK LQFUHDVHGQDWLRQDO LQWHUHVW LQ HQYLURQPHQWDOSURWHFWLRQDQG
FRQVHUYDWLRQLQWKHV&RQJUHVVUHVSRQGHGZLWKWKH0XOWLSOH
8VH6XVWDLQHG<LHOG$FWRI7KHDFWVWDWHVWKDWWKHQDWLRQDO
IRUHVWVVKDOOEHDGPLQLVWHUHGIRUPXOWLSOHXVHVLQFOXGLQJRXWGRRU
UHFUHDWLRQ OLYHVWRFNJUD]LQJ WLPEHU VDOHVZDWHUVKHGSURWHFWLRQ
DQGZLOGOLIHPDQDJHPHQW'HVSLWH WKLVPXOWLSOHXVH VWUDWHJ\ WKH
DFWGRHVQRWDIIHFWWKHMXULVGLFWLRQDQGUHVSRQVLELOLWLHVRILQGLYLGXDO
VWDWHVVWDWLQJWKDW³QRWKLQJKHUHLQVKDOOEHFRQVWUXHGDVDIIHFWLQJ
WKHMXULVGLFWLRQRUUHVSRQVLELOLWLHVRIWKHVHYHUDO6WDWHVZLWKUHVSHFW
WRZLOGOLIHDQG¿VKRQ WKHQDWLRQDO IRUHVWV´ 7KHDFWDOVR
GRHVQRW FKDQJH WKHPDQDJHPHQWJRDOVRI WKH2UJDQLF$FW LH
WKH DFW VXSSOHPHQWV SUHYLRXV OHJLVODWLRQ0RVW LPSRUWDQWO\ WKH
0XOWLSOH8VH6XVWDLQHG<LHOG$FWIXUWKHUUHTXLUHVWKDWWKHUHODWLYH
YDOXHVRIWKHYDULRXVUHVRXUFHVEHFRQVLGHUHGQRWQHFHVVDULO\RQO\
WKHJUHDWHVWGROODUUHWXUQRUWLPEHUXQLWRXWSXW
$QRWKHUSURWHFWLYHPHDVXUHIRUWKHQDWLRQDOIRUHVWVZDVSURYLGHG
E\WKH:LOGHUQHVV$FWRI³:LOGHUQHVVDUHDV´ZHUHWREHVH
FXUHGDVSULVWLQHIRUHVWVZKHUH³WKHHDUWKDQGLWVFRPPXQLW\RIOLIH
DUHXQWUDPPHOHGE\PDQZKHUHPDQKLPVHOILVDYLVLWRUZKRGRHV
QRWUHPDLQ´ ,QWKHVHDUHDVQRPRWRUL]HGHTXLSPHQWSHUPDQHQW
FDPSVRUGHYHORSPHQWDUHDOORZHG7KLVDFWDOVRIRUELGVPLQLQJ
ORJJLQJ DQG IRUHVW WKLQQLQJZLWKLQZLOGHUQHVV DUHDV:LOGHUQHVV
DUHDV SURWHFWHG E\ WKH1DWLRQDO:LOGHUQHVV 3UHVHUYDWLRQ6\VWHP
LQFUHDVHG IURP PLOOLRQ DFUHV LQ  WR PLOOLRQ DFUHV E\

7KH1DWLRQDO)RUHVW0DQDJHPHQW$FWRILQWHJUDWHVWKHSUHYL
RXV OHJLVODWLRQDQG UHSUHVHQWV WKHSULPDU\ VWDWXWHJRYHUQLQJ IRU
HVW PDQDJHPHQW 7KH DFW UHTXLUHV WKH 6HFUHWDU\ RI $JULFXOWXUH
WRDVVHVV IRUHVW ODQGVGHYHORSDPDQDJHPHQWSURJUDPEDVHGRQ
PXOWLSOHXVHVXVWDLQHG\LHOGSULQFLSOHVDQGLPSOHPHQWDUHVRXUFH
PDQDJHPHQWSODQIRUHDFKQDWLRQDOIRUHVWXQLW7KHUHIRUHFRQWLQ
XDODVVHVVPHQWRIIRUHVWKHDOWKLVFHQWUDOWRWKH86)RUHVW6HUYLFH
ODQGPDQDJHPHQWSUDFWLFHV
'HVSLWHWKHWUHQGWRZDUGVPXOWLSOHXVHDQGVXVWDLQHG\LHOGSUDFWLF
HVLQ1DWLRQDO)RUHVWV\VWHPOHJLVODWLRQWKH6XSUHPH&RXUWUXOHG
LQWKHFRXUWFDVH8QLWHG6WDWHVY1HZ0H[LFRWKDWDWOHDVW
EHIRUHWKHHQDFWPHQWRIWKH0XOWLSOH8VHDQG6XVWDLQHG<LHOG$FW
RI1DWLRQDO)RUHVWVFRXOGRQO\EHFUHDWHG³WRLQVXUHIDYRU
DEOHFRQGLWLRQVRIZDWHUÀRZDQGWRIXUQLVKDFRQWLQXRXVVXSSO\
RIWLPEHU´
7KXVDFFRUGLQJWRIHGHUDOFDVHODZDOOIRUHVWVHVWDEOLVKHGEHIRUH
PXVWKDYHDVWKHLUSULPDU\JRDOHLWKHUWKHSURWHFWLRQRIWLP
EHUUHVRXUFHVRUZDWHUVKHGV7KH\PD\KDYHVHFRQGDU\JRDOVWKDW
IROORZ WKH0XOWLSOH 8VH DQG 6XVWDLQHG<LHOG$FW RI  7KH
FDVH GRHV QRW UXOH RQ WKH IRXU QDWLRQDO IRUHVWV HVWDEOLVKHG DIWHU

,Q3UHVLGHQW%XVKVLJQHGWKH+HDOWK\)RUHVW5HVWRUDWLRQ$FW
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7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
0LQWXUQ5DQJHU6WDWLRQ0LQWXUQ&RORUDGR-XQH
+)5$LQWRODZ7KLVOHJLVODWLRQFRQWDLQVDQXPEHURISURYLVLRQV
PHDQWWRKDVWHQWKHSUHSDUDWLRQDQGH[HFXWLRQRIKD]DUGRXVIXHOV
UHGXFWLRQSURMHFWVWROHVVHQWKHULVNRIXQFRQWUROOHGZLOG¿UHV0RUH
LPSRUWDQWO\WKH+)5$DOORZVIXHOVUHGXFWLRQSURMHFWVLQFOXGLQJ
WKRVHWKDWXVHSULYDWHORJJLQJFRPSDQLHVWRWKLQGHQVHVWDQGVWR
EH H[HPSW IURP VRPHRI WKH1DWLRQDO(QYLURQPHQWDO3URWHFWLRQ
$FWUHTXLUHPHQWV 7KLVDOORZDQFHIRUSULYDWHORJJLQJLVDSRLQW
RIFRQWHQWLRQ&ULWLFVRI WKH+)5$VXJJHVW WKH ODZFDWHUV WR WKH
ORJJLQJLQGXVWU\DVLWLVQRWVXEMHFWWRWKH1DWLRQDO(QYLURQPHQWDO
3ROLF\$FW1(3$SURFHVV6XSSRUWHUVFODLPWKH1(3$SURFHVV
LV WRR FRVWO\ DQG WLPHFRQVXPLQJ WR HIIHFWLYHO\PDQDJH DJDLQVW
FDWDVWURSKLF¿UHVDQGWKHODZPDLQWDLQVFRQVLGHUDEOHRYHUVLJKWWR
DGHTXDWHO\EDODQFHHQYLURQPHQWDODQGORJJLQJLQWHUHVWV
7KH%XUHDXRI/DQG0DQDJHPHQW
7KH%XUHDX RI/DQG0DQDJHPHQW %/0 LV SULPDULO\ UHVSRQVL
EOHIRUUDQJHPDQDJHPHQWDQGPLQHUDOVGHYHORSPHQWHVWDEOLVKHG
E\KLVWRULFDOSUHFHGHQWWKURXJKWKH0LQHUDO/HDVLQJ$FWRI
DQG WKH7D\ORU*UD]LQJ$FW RI  RULJLQDOO\ DGPLQLVWHUHG E\
WKH86*UD]LQJ6HUYLFH+RZHYHU WKH%/0DOVRPDQDJHV
PLOOLRQDFUHVRIIRUHVWVZLWKLQWKH:HVWHUQ8QLWHG6WDWHVLQFOXG
LQJPLOOLRQDFUHVRIFRPPHUFLDOIRUHVWV$OWKRXJKWKH%/0LV
ZLWKLQWKH86'HSDUWPHQWRI,QWHULRULWKDVVLPLODUSROLFLHVWRWKH
86'$)RUHVW6HUYLFHZLWK UHJDUG WR VXVWDLQDEOH \LHOGSUDFWLFHV
0DQ\LVVXHVSURJUDPVDQGSROLFLHVDIIHFWERWKDJHQFLHV)RUWKHVH
UHDVRQV%/0DQG)RUHVW6HUYLFHODQGVDUHGLVFXVVHGWRJHWKHULQ
WKLVSDSHU
7KH%XUHDXRI,QGLDQ$IIDLUV
1DWLYH$PHULFDQODQGVZLWKLQWKH86DOVRFRQWDLQPLOOLRQIRU
HVWHGDFUHVPDQDJHGE\WKH%XUHDXRI,QGLDQ$IIDLUV%,$XQGHU
WKH6HFUHWDU\RIWKH,QWHULRU7ULEHVPXVWGHYHORSIRUHVWPDQDJH
PHQWSODQVDQGVXFKSODQVFRYHUHGSHUFHQWRI WULEDO IRUHVWHG
DFUHVDVRI 7KHVHSODQVLQFOXGHFRPSUHKHQVLYHPDQDJH
PHQW JXLGHOLQHV IRU WULEDO IRUHVW UHVRXUFHV SURYLGLQJ UHYHQXHV
WKURXJK IRUHVWV WKDWPHHWPXOWLSOHXVHREMHFWLYHV 7ULEHVKDYH
DOVR ODXQFKHGDJJUHVVLYHPDQDJHPHQWSURJUDPV WR UHGXFH IRUHVW
GHQVLW\ DQG WR VDOYDJH VWDQGV GDPDJHGE\¿UH LQVHFWV DQG GLV
HDVH +RZHYHU WKHVH LQLWLDWLYHVDUHFXUUHQWO\XQGHUIXQGHG$V
QRWHGE\DQ,QWHUWULEDO7LPEHU&RXQFLOUHSRUW³WKHUHLVFRQVLGHU
DEOHULVNWKDWHIIRUWVWRFRPEDWIRUHVWKHDOWKSUREOHPVDQGLQVWLWXWH
VXVWDLQDEOHPDQDJHPHQW IRU DOO >,QGLDQ@ IRUHVW UHVRXUFHVZLOO EH
RYHUZKHOPHG E\ D FRPELQDWLRQ RI IXQGLQJ VKRUWIDOOV SHUVRQQHO
VKRUWDJHV DQG HFRV\VWHPEDVHG SUREOHPV LQVHFWV GLVHDVH DQG
¿UH´
%XUHDXRI/DQG0DQDJHPHQWSROLFLHVXVXDOO\KHOSJXLGH1DWLYH
$PHULFDQ IRUHVW ODQG PDQDJHPHQW LQ FROODERUDWLRQ ZLWK WULEDO
DJHQFLHV$VSUHYLRXVO\VWDWHG%/0SROLFLHVDUHRIWHQVLPLODUWR
WKRVHRIWKH86)RUHVW6HUYLFHZKHQDGGUHVVLQJIRUHVWKHDOWKLV
VXHVLQFOXGLQJ¿UHGHYHORSPHQWDQGGLVHDVH+RZHYHUHDFKIHG
HUDODJHQF\GRHVKDYHGLVWLQFWFKDOOHQJHVDQGPDQGDWHV
)RUHVW(FRV\VWHPVDQG)LUH
)RUHVW¿UHV UHSUHVHQWDNH\FKDOOHQJHIRU IHGHUDO ODQGPDQDJHUV
+RZFDQ¿UH¶VHFRORJLFDOVHUYLFHVEHEDODQFHGZLWKKXPDQVDIHW\
DQGHFRQRPLFLQWHUHVWVLQWKH5RFNLHV")LUH¶VUROHLQQDWXUDOIRUHVW
HFRV\VWHPVLV¿UVWGLVFXVVHGIROORZHGE\KLVWRULFDO¿UHPDQDJH
PHQWSUDFWLFHVLQWKH5RFNLHVDQGWKHUHJLRQ¶VFXUUHQWLVVXHVZLWK
¿UHPDQDJHPHQW
)LUH LV LQWHJUDO WR WKH VWUXFWXUH DQG KHDOWK RI IRUHVW HFRV\VWHPV
6WDQGGHQVLWLHV WKHQXPEHURI WUHHVSHU DUHD VSHFLHV FRPSRVL
WLRQPHGLDQVWDQGDJHGLVHDVHLQIHVWDWLRQDQGQDWXUDOVXFFHVVLRQ
DOOUHODWHWR¿UHFRQGLWLRQVQRWDEO\WKHIUHTXHQF\DQGVHYHULW\RI
¿UHHYHQWV3ULRUWRWKHVHWWOLQJRIWKH5RFNLHV5HJLRQ¿UHVHUYHG
DQ LPSRUWDQW UROH LQ IRUHVWHFRV\VWHPV  UHPRYLQJVDSOLQJVDQG
SURYLGLQJ VSDFH IRU ODUJHU PDWXUH WUHHV )UHTXHQW ORZVHYHULW\
JURXQG¿UHVNQRZQWRIRUHVWHUVDVD³QRQOHWKDO¿UHUHJLPH´ZHUH
FRPPRQLQSRQGHURVDSLQHIRUHVWVOHDYLQJPDWXUHWUHHVZLWKWKHLU
¿UHDGDSWHGEDUNDQGUHPRYLQJJURXQGOLWWHUDQGVDSOLQJV7KHVH
¿UHHYHQWVRFFXUULQJHYHU\WR\HDUVGHFUHDVHGFRPSHWLWLRQ
DPRQJSRQGHURVDVIRUOLJKWQXWULHQWVDQGZDWHUDQGUHWXUQHGFULWL
FDOQXWULHQWVWRWKHVRLO
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,QRWKHU IRUHVW HFRV\VWHPV WKH¿UH UHWXUQ LQWHUYDO LV  WR
\HDUV7KHVH LQIUHTXHQW KLJKLQWHQVLW\ ¿UHV NLOOPRVW LI QRW DOO
WUHHVLQWKHEXUQHGDUHD)RUHVWHUVUHIHU WRWKHVHHYHQWVDVVWDQG
UHSODFHPHQW¿UHVDQGWKH\DUHFRPPRQLQORGJHSROHSLQH(QJHO
PDQQ VSUXFH SLxRQ SLQH±MXQLSHU 'RXJODV ¿U DQG VXEDOSLQH ¿U
IRUHVWV$OWKRXJKLQGLYLGXDOWUHHVGRQRWVXUYLYHVWDQGUHSODFH
PHQW¿UHV WKHHFRV\VWHPDVDZKROHEHQH¿WV IURPWKHVHHYHQWV
/RGJHSROHVIRUH[DPSOHKDYHWZRW\SHVRIFRQHVVHURWLQRXV¿UH
ORYLQJDQGQRQVHURWLQRXV6HURWLQRXVFRQHVGRQRWRSHQXQOHVV
WKH\DUHGLVWXUEHGPRVWRIWHQE\¿UHEXWRFFDVLRQDOO\E\DQLPDOV
RUZDUPHUVRLOWHPSHUDWXUHV)ROORZLQJD¿UHHYHQWWKHGLVWXUEHG
DUHDLVUHVHHGHGE\ORGJHSROH¶VVHURWLQRXVFRQHV
2QHGUDPDWLFH[DPSOHRIDVWDQGUHSODFHPHQW ORGJHSROH¿UHRF
FXUUHG LQ<HOORZVWRQH 1DWLRQDO 3DUN LQ  <HOORZVWRQH LV
GRPLQDWHG E\ ORGJHSROH SLQH IRUHVWV WKDW UHJHQHUDWHG IROORZLQJ
PXOWLSOHVHYHUH¿UHVLQWKHHDUO\V $QXQXVXDOO\GU\\HDU
FRPELQHGZLWKPXOWLSOHQDWXUDODQGKXPDQFDXVHG¿UHVUHVXOWHG
LQD¿UHWKDWEXUQHGIRUIRXUPRQWKVDQGDIIHFWHGDFUHV
SHUFHQWRIWKHWRWDOSDUNDUHD )LIWHHQ\HDUVODWHUWKHVLWHRIWKH
¿UHVQRZDWWUDFWVWRXULVWVZLWKLWVZLOGÀRZHUVDQG\RXQJUHJHQHU
DWLQJORGJHSROHV
,QWHUPHGLDWHEHWZHHQ VWDQGUHSODFHPHQW¿UHV DQGQRQOHWKDO¿UHV
DUHPL[HGVHYHULW\¿UHUHJLPHVFRPSULVHGRILQGLYLGXDO¿UHHYHQWV
RIYDULDEOHLQWHQVLW\7KHVH¿UHVUHVXOWLQDSDWFK\GLVWULEXWLRQRI
¿UH PRUWDOLW\ DQG KLJKO\ GLYHUVH IRUHVW FRPPXQLWLHV LQFOXGLQJ
PL[HGFRQLIHUVSHFLHV'RXJODV¿UORGJHSROHSLQHSRQGHURVDSLQH
DQGULSDULDQVSHFLHV*HQHUDOO\PL[HGVHYHULW\¿UHVNLOODJUHDWHU
SURSRUWLRQRI¿UHVXVFHSWLEOHVKDGHWROHUDQWVSHFLHVVXEDOSLQH¿U
DQGOHDYHDJUHDWHUSURSRUWLRQRIWKH¿UHUHVLVWDQWVSHFLHVZHVWHUQ
ODUFKSRQGHURVDSLQHZHVWHUQZKLWHSLQHDQGZKLWHEDUNSLQH
+LVWRULFDOO\ DSSUR[LPDWHO\ SHUFHQW RI IRUHVWV LQ WKH QRUWKHUQ
5RFN\0RXQWDLQVZHUHIRUPHGWKURXJKPL[HGVHYHULW\UHJLPHV
7KHVHJHQHUDOL]HG¿UHUHJLPHFDWHJRULHVQRQOHWKDOVWDQGUHSODFH
PHQWDQGPL[HGVHYHULW\DUHDOVRDIIHFWHGE\FOLPDWHIDFWRUVDQG
WKHLU YDULDELOLW\$PRQJ WKHVH IDFWRUVPRLVWXUH DQG WHPSHUDWXUH
SOD\ NH\ UROHV LQ VKDSLQJ IRUHVWV DQG ¿UH UHJLPHV:KHQ GHWHU
PLQLQJ¿UHVXVFHSWLELOLW\IRUHVWPDQDJHUVPXVWFRQVLGHUZKHWKHU
SUHFLSLWDWLRQIDOOVHYHQO\WKURXJKRXWWKH\HDURULQFHUWDLQVHDVRQV
RUPRQWKV)RUH[DPSOHFRROHUWHPSHUDWXUHVWKURXJKRXWWKHVSULQJ
FDQFDXVHVORZVXVWDLQHGVQRZPHOWGHFUHDVLQJ WKH ULVNRI¿UH
+RZHYHUWKHKHDYLHUYHJHWDWLRQJURZWKHQFRXUDJHGE\VXFKVWHDG\
VSULQJPRLVWXUHPD\SURYLGHH[WUDIXHOLIGULHUFRQGLWLRQVSUHYDLO
LQWKHIDOO*OREDOZHDWKHUÀXFWXDWLRQVDOVRDIIHFW:HVWHUQIRUHVWV
)RU H[DPSOH (O 1LxR/D 1LxD F\FOHV FDQ LPSDFW VRXWKZHVWHUQ
SRQGHURVDSLQH IRUHVWV(O1LxR WHQGV WREULQJJUHDWHUSUHFLSLWD
WLRQWRWKHVRXWKZHVWIURPWKHHDVWHUQ3DFL¿FDVQRWHGDERYHWKLV
SUHFLSLWDWLRQSURPRWHVXQGHUVWRU\JURZWKWKDWLQKLELWV¿UHEXWPD\
DOVR FUHDWHPRUH IXHO XQGHU ODWHU GU\ FRQGLWLRQV ,Q FRQWUDVW/D
1LxDHYHQWVKDYHUHVXOWHGLQGU\ZLQWHUVGURXJKWVGU\XQGHUVWRU\
YHJHWDWLRQ DQG FRQVHTXHQWO\ JUHDWHU ¿UH ULVN LQ WKH VRXWKZHVW
7KHUHIRUHWKHJHQHUDO¿UHFDWHJRULHVPXVWDOVRDFFRXQWIRUFOLPDWH
YDULDELOLW\DQGWKHUHVXOWLQJFKDQJHVLQYHJHWDWLRQFRQGLWLRQV
7KH86)RUHVW6HUYLFHDQG)LUH6XSSUHVVLRQ
$OWKRXJK HDUO\ REVHUYHUV RI$PHULFDQ IRUHVWV QRWHG WKH LPSRU
WDQFHRI¿UHWRIRUHVWHFRV\VWHPVWKH)RUHVW6HUYLFHZDVFKDUJHG
ZLWK SURWHFWLQJ WLPEHU UHVHUYHV ZKLFK PHDQW SURWHFWLQJ IRUHVWV
IURP¿UHV7ZRRI WKH¿UVW SULRULWLHV RI WKH)RUHVW6HUYLFHZHUH
WR HVWDEOLVK D ¿UH¿JKWLQJ LQIUDVWUXFWXUH DQG VHFXUH D ¿UH¿JKWLQJ
EXGJHW'HVSLWH WKLVRULJLQDO LQWHQW WKH*UHDW)LUHRI DOVR
NQRZQ DV ³7KH %LJ %XUQ´ DQG ³7KH %LJ %ORZXS´ IXHOHG E\
VWURQJZLQGVDQGGU\IRUHVWVEXUQHGPLOOLRQDFUHVRIIRUHVWVLQ
QRUWKHDVW:DVKLQJWRQQRUWKHUQ,GDKRDQGZHVWHUQ0RQWDQDLQMXVW
WZRGD\VNLOOLQJSHRSOH7KHQHZO\HVWDEOLVKHG86)RUHVW6HU
YLFHUHVSRQGHGVWURQJO\WRWKHGLVDVWHUYLHZLQJ¿UHVXSSUHVVLRQDV
WKHXOWLPDWHPHDVXUHRIIRUHVWFRQVHUYDWLRQ%\¿UH¿JKWLQJ
WHFKQRORJ\KDGLPSURYHGDQGWKH)RUHVW6HUYLFHSURFODLPHGWKDW
LWV¿UH¿JKWHUVZRXOGH[WLQJXLVKDOOVSRWWHG¿UHVE\$0WKH
QH[WPRUQLQJ
)LUH VXSSUHVVLRQ ERWK UHGXFHV VRLO QXWULHQW WXUQRYHU DQG UHVXOWV
LQXQQDWXUDOO\KLJKVWDQGGHQVLWLHV WKURXJKRXW WKH5RFN\0RXQ
WDLQUHJLRQ7KH&RFRQLQR1DWLRQDO)RUHVWLQQRUWKHUQ$UL]RQD
NQRZQIRULWVSRQGHURVDSLQHIRUHVWVQRZDYHUDJHVVWDQGGHQVLWLHV
RIWUHHVSHUDFUHSULRUWRVHWWOHPHQWWKLVDUHDDYHUDJHGWUHHV
SHUDFUH3RQGHURVDSLQHVWDQGVLQ&RORUDGR¶V)URQW5DQJHKDYH
LQFUHDVHGIURPWRWUHHVSHUDFUHWRWRWUHHVSHUDFUH
LQWKHODVW\HDUV 'HQVHWUHHVWDQGVDUHHVSHFLDOO\VXVFHSWLEOH
WRLQWHQVHVWDQGUHSODFHPHQW¿UHVDVÀDPHVFDQUHDGLO\MXPSIURP
RQHWUHHWRWKHQH[W:KHQDIRUHVW¿QDOO\LJQLWHVDIWHU\HDUVRI¿UH
VXSSUHVVLRQWKH¿UHLQWHQVLW\VLJQL¿FDQWO\LQFUHDVHV
+LJKHU ¿UH LQWHQVLW\ JHQHUDOO\ UHVXOWV LQPRUH DFUHV EXUQHG SHU
¿UHVWDUWHGZKHWKHUE\OLJKWHQLQJKXPDQFDUHOHVVQHVVRUDUVRQ
,Q PRUH WKDQ  ¿UHVZHUH UHVSRQVLEOH IRU EXUQLQJ 
PLOOLRQDFUHVLQWKHQRUWKHUQ5RFN\0RXQWDLQVDFUHVVWDUW
+RZHYHULQ¿UHVWDUWVEXUQHGPRUHWKDQDFUHVLQ
WKH%LWWHUURRW9DOOH\RIZHVWHUQ0RQWDQDDFUHVVWDUW ,Q
DQH[WUHPHHYHQW&RORUDGR¶V+D\PDQ¿UHRIZDVLJQLWHGE\
DVLQJOHDUVRQHYHQWDQGEXUQHGDFUHVVHH&DVH6WXG\
+D\PDQ)LUH
&XUUHQW)LUH&RQGLWLRQVLQWKH5RFNLHV
*LYHQGHFDGHVRI¿UHVXSSUHVVLRQKRZFDQIRUHVWVUHWXUQWRWKHLU
QDWXUDO VWDWH SULRU WR H[WHQVLYH KXPDQ LQWHUYHQWLRQ"7R DGGUHVV
WKLVTXHVWLRQRQHPXVW¿UVWGHWHUPLQHZKLFKDUHDVKDYHGHSDUWHG
IURPWKHLUQDWXUDOUDQJHRIYDULDELOLW\LQYHJHWDWLRQFKDUDFWHULVWLFV
IXHO FRPSRVLWLRQ DQG ¿UH IUHTXHQF\VHYHULW\ &RORUDGR¶V )URQW
5DQJHDORQHFRQWDLQVDSSUR[LPDWHO\IRUHVWHGDFUHVLQWKLV
FDWHJRU\
7KHFXUUHQWFRQGLWLRQRI IRUHVWV LQ WKH5RFNLHVFDQEHPHDVXUHG
E\WKH)LUH5HJLPH&RQGLWLRQ&ODVV)5&&ZKLFKUDQNVWKHGH
SDUWXUHRIDODQGVFDSHIURPWKHQDWXUDO¿UHUHJLPHLHDUHJLPH
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2SSRVLWHSDJHUHJHQHUDWLRQDIWHUWKH<HOORZVWRQH¿UH
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&DVH6WXG\7KH+D\PDQ)LUH
7KH+D\PDQ)LUHZDVVWDUWHGE\IRUPHU86)RUHVW6HUYLFHZRUNHU7HUU\%DUWRQRQ-XQHDQGEXUQHGPRUHWKDQDFUHVZLWKLQ
GD\V'U\DLURYHU&RORUDGRFRPELQHGZLWKWRPSKZLQGVDQGWKHWRSRJUDSK\RIWKH6RXWK3ODWWH5LYHUWRFUHDWHSHUIHFWFRQGLWLRQV
IRUWKLVFDWDVWURSKLFEOD]H'HVSLWHDQDJJUHVVLYHLQLWLDOUHVSRQVHLQFOXGLQJWKHXVHRIDLUWDQNHUVKHOLFRSWHUV¿UHHQJLQHVDQGJURXQGFUHZV
¿UH¿JKWHUVFRXOGQRWFRQWDLQWKH¿UH,QDUHDVGRZQZLQGIURPWKH+D\PDQLJQLWLRQSRLQWXQLQWHUUXSWHGVWDQGVRIWUHHVZLWKORZFURZQVVKUXEV
DQGDWKLFNOD\HURISLQHQHHGOHVFRYHULQJWKHIRUHVWÀRRUKHOSHGIXHOWKH¿UHDQGKLQGHUHG¿UH¿JKWLQJHIIRUWV
7KH+D\PDQ)LUHHQJXOIHGDUHDVWKDWKDGXQGHUJRQHSUHYLRXVIXHOVWUHDWPHQWVLQFOXGLQJSUHVFULEHGEXUQVWKLQQLQJDQGZLOG¿UHV7HPSHUDWXUH
DQGZLQGFRQGLWLRQVRQ-XQHKRZHYHUFDXVHGDQLQWHQVHVXUIDFH¿UHWKDWHYHQRYHUWRRNWKHVHWUHDWHGDUHDVEUHDFKLQJPDVVLYHH[SDQVHVRI
WKHP([FHSWLRQVLQFOXGHGWKH3ROKHPXVSUHVFULEHGEXUQDQGWKHDUHDRIWKH3ODWWH6SULQJVZLOG¿UHZKLFKVWRSSHGWKH¿UHOR
FDOO\)LUHEHKDYLRUZDVPRGL¿HGEXWQRWVWRSSHGE\VWDQGWKLQQLQJWKDWKDGEHHQFRQGXFWHGDWWKH0DQLWRX([SHULPHQWDO)RUHVW5RDGGHQVLW\
GLGQRWDSSHDUWRDIIHFW¿UHVHYHULW\LQDQ\SDUWRIWKH+D\PDQ)LUH,QVRPHDUHDVVLPLODUEXUQH[WHQWVKDGQRWEHHQVHHQLQFHQWXULHV)RU
LQVWDQFHWKHEXUQDURXQGWKH&KHHVPDQ5HVHUYRLUZDVXQSUHFHGHQWHGLQWKHSDVW\HDUV
$IWHUWKH¿UHSRVW¿UHUHKDELOLWDWLRQWUHDWPHQWVLQFOXGHGKLOOVORSHWUHDWPHQWVVXFKDVPXOFKLQJFRQWRXUIHOOLQJRIORJVDQGVHHGLQJDVZHOODV
FKDQQHOWUHDWPHQWVVXFKDVLQVWDOOLQJVWUDZEDOHFKHFNGDPV7KHVXFFHVVRIWKHVHWUHDWPHQWVKDVQRW\HWEHHQGHWHUPLQHGKRZHYHUUHVHDUFKHUV
DWWKH5RFN\0RXQWDLQ5HVHDUFK6WDWLRQFDXWLRQWKDWFHUWDLQW\SHVRIUHKDELOLWDWLRQHIIRUWVVXFKDVVDOYDJHORJJLQJVHHGLQJDQGVRLOVFDUL¿FD
WLRQDVVRFLDWHGZLWKWUHDWPHQWVPD\UHPRYHRUGLPLQLVKFULWLFDOVWUXFWXUHVIRUZLOGOLIHWKDWZHUHFUHDWHGE\WKH¿UH
7KH+D\PDQ)LUHZDVWKHPRVWH[SHQVLYHLQ&RORUDGRKLVWRU\7KHWRWDOFRVWLQFOXGLQJSURSHUW\ORVVORDQVDQGJUDQWVIURPWKH6PDOO%XVLQHVV
$GPLQLVWUDWLRQDQG)(0$DZDUGHGLQUHVSRQVHWRWKH¿UHGDPDJHWRHOHFWULFDOWUDQVPLVVLRQOLQHVZLOGOLIHORVVHVDQG¿UHVXSSUHVVLRQFRVWV
DQGIRUHVWUHKDELOLWDWLRQHIIRUWVURVHWRRYHUPLOOLRQ7KH+D\PDQ)LUHLOOXVWUDWHVWKHHIIHFWVRIORQJWHUP¿UHH[FOXVLRQLQWKH5RFNLHV
DQGVXJJHVWVWKHLQHIIHFWLYHQHVVRIFHUWDLQW\SHVRIVPDOOVFDOHWUHDWPHQWVLQUHHVWDEOLVKLQJWKHKLVWRULFDO¿UHUHJLPH
6RXUFHV
+XVSHQL'HQQLV-XU\:LOO:HLJK+D\PDQ)LUH6HQWHQFH7KH&RORUDGR6SULQJV*D]HWWH-DQXDU\
5XVVHOO7*UDKDP+D\PDQ)LUH&DVH6WXG\6XPPDU\86)RUHVW6HUYLFH
6LWHRIWKH+D\PDQ)LUHDVRI-XO\
XQDOWHUHGE\PRGHUQKXPDQPHFKDQLFDO LQWHUYHQWLRQ  7KHVH
QDWXUDO¿UHUHJLPHVKDYHEHHQFODVVL¿HGLQWR¿YHFDWHJRULHVZKLFK
UDQN WKH IUHTXHQF\DQGVHYHULW\RI¿UHV UDQJLQJ IURP5HJLPH,
±\HDUIUHTXHQF\ORZWRPL[HGVHYHULW\WR5HJLPH9
\HDUIUHTXHQF\VWDQGUHSODFHPHQW¿UHV
&RQGLWLRQ&ODVV,,,UHSUHVHQWVDKLJKGHSDUWXUHIURPDQHFRV\VWHP¶V
QDWXUDOVWDWH8QGHUWKLVFODVVL¿FDWLRQJUDVVODQGVDQGVKUXEODQGV
H[KLELWKLJK UDWHVRIHQFURDFKPHQWDQGHVWDEOLVKPHQWE\ZRRG\
VKUXEV WUHHV RU LQYDVLYH VSHFLHV)RUHVWV H[KLELW HOHYDWHG VWDQG
GHQVLWLHVHQFURDFKPHQWRIVKDGHWROHUDQWWUHHVSHFLHVDQGORVVRI
VKDGHLQWROHUDQWWUHHVSHFLHV )LJXUHVKRZVWKH)5&&DUHDVIRU
WKH5RFNLHV5HJLRQ
2QFHKLJKULVNDUHDVDUH LGHQWL¿HG WKHDSSURSULDWHPDQDJHPHQW
WHFKQLTXHVIRUWKDWSDUWLFXODUHFRV\VWHP
PXVWEHDSSOLHG$UHFHQWVWXG\H[SORUHG
)5&&VLQWKH5RFNLHVDQGUHFRPPHQG
HGWKHIROORZLQJVWUDWHJLHV
)LUHH[FOXVLRQKDVKDGOLWWOHWRQRHIIHFW
RQIXHOVRUFRPPXQLW\VWUXFWXUHLQIRU
HVWVFKDUDFWHUL]HGE\VWDQGUHSODFHPHQW
¿UHV HJ ORGJHSROH SLQHV7KHUHIRUH
UHVWRUDWLYH WUHDWPHQWV DUH LQDSSURSULDWH
LQ WKHVH IRUHVWV DQG UHGXFLQJ VWDQGUH
SODFHPHQW ¿UHV WKURXJK IRUHVW WKLQQLQJ
ZRXOGDOWHUWKHLUHFRORJLFDOUROHV+RZHYHUUHVWRUDWLRQFRXOGDG
GUHVVRWKHUDVSHFWVRIWKHVHHFRV\VWHPVVXFKDVQDWLYHXQGHUVWRU\
GLYHUVLW\ZKLFKKDVEHHQDOWHUHGE\KXPDQODQGXVHSUDFWLFHV
$FRPELQDWLRQRIWKLQQLQJDQGSUHVFULEHGEXUQLQJPD\EH XVHIXO
LQUHVWRULQJPL[HGVHYHULW\¿UHUHJLPHVZKHUHHFRORJLFDODQG¿UH
KLVWRU\GDWDDUHVXI¿FLHQWO\DYDLODEOH+RZHYHUIXUWKHUUHVHDUFK
LVUHTXLUHGWRSUHVFULEHRUGLVFRXUDJHWUHDWPHQWJLYHQOLPLWHGVFL
HQWL¿FXQGHUVWDQGLQJRIWKHVHFRPSOH[HFRV\VWHPV
5HVWRUDWLRQ RI ODQGVFDSHV FKDUDFWHUL]HG E\ ORZVHYHULW\ ¿UHV LV
HFRORJLFDOO\ DSSURSULDWH DQG GHVLUDEOH 7KLQQLQJ DQG SUHVFULEHG
EXUQV DUH UHFRPPHQGHG WHFKQLTXHV WR UHVWRUH VWDQG GHQVLWLHV WR
WKHLUKLVWRULFDOUDQJHSULRUWR¿UHH[FOXVLRQJUD]LQJORJJLQJDQG
SODQWDWLRQ HVWDEOLVKPHQW5HWHQWLRQRIPDWXUH WUHHV ODUJH VQDJV
VWDQGLQJGHDGWUHHVDQGGRZQHGORJVLVFULWLFDOWRUHVWRULQJDQG
PDLQWDLQLQJHFRORJLFDOIXQFWLRQLQWKHVHHFRV\VWHPV
7KHDSSURSULDWHPDQDJHPHQW WHFKQLTXH LV WKHUHIRUHVWURQJO\GH
SHQGHQWRQWKHHFRV\VWHPDQGKRZPXFKKXPDQLQWHUYHQWLRQKDV
RFFXUUHG,QPDQ\FDVHVOLWWOHRUQRWUHDWPHQWLVWKHEHVWRSWLRQ
,QVHFWDQG'LVHDVH,QIHVWDWLRQLQWKH5RFNLHV
,QDGGLWLRQWRODUJHIRUHVW¿UHVLQVHFWDQGGLVHDVHLQIHVWDWLRQVUHS
UHVHQWDVHFRQGNH\IDFWRUDIIHFWLQJIRUHVWKHDOWK7KHVHLQIHVWDWLRQV
DOVRH[DFHUEDWH¿UHULVNE\NLOOLQJPDWXUHRYHUVWRU\WUHHVSURYLG
LQJUHDGLO\EXUQDEOHIXHOIRUH[WHQVLYHFDQRS\¿UHV6SHFL¿FLQIHV
WDWLRQVDIIHFWLQJ IRUHVWKHDOWK LQ WKH5RFNLHV5HJLRQ LQFOXGH WKH
PRXQWDLQSLQHEHHWOHWKHSLxRQLSVEHHWOHZKLWHSLQHEOLVWHUUXVW
DQGKHDUWURWIXQJL7KHH[WHQWRIIRUHVWLQIHVWDWLRQLQWKH5RFNLHV
LVVKRZQLQ)LJXUHDQG7DEOHVDQGZKLFKUDQNWKHLPSRUWDQFH
RIWKHVHHYHQWVLQVSHFL¿F5RFNLHVFRXQWLHV&RXQWLHVDUHUDQNHG
DFFRUGLQJWRWKHSURSRUWLRQRIIRUHVWVWKDWDUHLQIHVWHGE\GLVHDVH
DQGLQVHFWV7DEOHDQGWKHDEVROXWHDFUHDJHRIGLVHDVHGIRUHVWV
7DEOHDSHUFHQWLQIHVWDWLRQOHYHOVXJJHVWVZKLFKIRUHVWVDUH
OLNHO\WREHJUHDWO\DIIHFWHGE\DSDUWLFXODUGLVHDVH
0RXQWDLQ3LQH%HHWOH
7KHPRXQWDLQSLQHEHHWOH 'HQGURFWRQXVSRQGHURVDHDWWDFNVVHY
HUDO SLQH VSHFLHV LQ WKH5RFNLHV5HJLRQ SDUWLFXODUO\SRQGHURVD
ORGJHSROHDQGOLPEHUSLQH$VRIPLOOLRQDFUHVRIIRUHVW
ZHUHDWULVNIURPPRXQWDLQSLQHEHHWOHDWWDFNVLQWKH8QLWHG6WDWHV
SDUWLFXODUO\LQ&RORUDGR:\RPLQJ,GDKR0RQWDQDDQG8WDK
:KHQPRXQWDLQSLQHEHHWOH LQIHFWV LWVKRVW WUHH WKH WUHHUHOHDVHV
VDSWRSK\VLFDOO\H[SHOWKHEHHWOH+RZHYHUWUHHVWKDWDUHVWUHVVHG
IURPGURXJKWKLJKVWDQGGHQVLWLHVRUODUJHEHHWOHSRSXODWLRQVFDQ
QRW SURGXFH DGHTXDWH VDS WR H[SHO WKH LQYDGLQJ EHHWOHV 3LRQHHU
IHPDOHEHHWOHVLQLWLDWHWKHLQIHVWDWLRQSURGXFLQJSKHURPRQHVWKDW
WKHQDWWUDFWRWKHUEHHWOHV$IWHUIHPDOHEHHWOHVKDYHLQYDGHGDWUHH
WKH\FRQVWUXFWYHUWLFDOEXUURZVLQWKHSKORHPYDVFXODUWLVVXHWKDW
WUDQVSRUWV RUJDQLF QXWULHQWV WKURXJKRXW WKH WUHH LQ ZKLFK WKH\
PDWHDQGGHSRVLW HJJV7KHEHHWOH ODUYDHGHYHORS LQVLGH WKH WUHH
WKURXJKWKHZLQWHUIHHGLQJWRZDUGVWKHEDUNXQWLOWKH\HPHUJHWKH
IROORZLQJVXPPHUWRLQYDGHRWKHUWUHHV7KHEHHWOHVLQRQHLQIHFWHG
ORGJHSROHSLQHFDQLQIHFWIRXUWRVHYHQQHZKRVWWUHHVWKHIROORZ
LQJVXPPHU
3LQHEHHWOHVFDQLQWURGXFHGDPDJLQJEOXHVWDLQIXQJXV2SKLRVWRPD
PLQXV WRWUHHVWKDWWKH\LQYDGH1RWDOOEHHWOHVFDUU\WKHIXQJXV
KRZHYHURQO\WZREHHWOHVDUHUHTXLUHGWRVXFFHVVIXOO\LQIHFWDWUHH
7KHEHHWOH¶VHJJVFDUU\WKHIXQJXVWKDWJURZVWR¿OOWKHSKORHPDQG
HYHQWXDOO\ WKH[\OHPYDVFXODU WLVVXHZKLFKWUDQVSRUWVZDWHUDQG
LQRUJDQLF LRQV XS WKH WUHH7KH UHVXOW LV QXWULHQW DQGZDWHU ORVV
DQGLQDGHTXDWHSLWFKWRH[SHOLQYDGLQJEHHWOHV7KHWUHHHYHQWXDOO\
VWDUYHVWRGHDWKLWVQHHGOHVEHFRPLQJUHGDQGGU\
5HFHQW PRXQWDLQ SLQH EHHWOH RXWEUHDNV DUH OLNHO\ HQKDQFHG E\
ZDUPHUWHPSHUDWXUHVDQGLQFUHDVHGGURXJKW([WUHPHFROGLVQHF
HVVDU\ WR NLOO PRXQWDLQ SLQH EHHWOH SRSXODWLRQV ZLQWHU DLU WHP
SHUDWXUHVPXVWGURSWR)IRUVHYHUDOKRXUVRUWR)IRU
VHYHUDOZHHNVVSULQJRUIDOOFROGVSHOOVFDQDOVRVWRSWKHEHHWOH
/HJHQG
)5&&&ODVV,
)5&&&ODVV,,
)5&&&ODVV,,,
:DWHU
6QRZ,FH
5RFN6DQG&OD\
8UEDQ'HYHORSHG
$JULFXOWXUH
:HWODQGV$OSLQH2WKHU
8QFODVVLILHG
)LJXUH 
)LUH5HJLPH&RQGLWLRQ&ODVVLQWKH5RFNLHV
6RXUFH /$1'),5(3URMHFW:LOGODQG)LUH/HDGHUVKLS&RXQFLO
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/HJHQG
'LVHDVH5LVN


&RXQW\6WDWH +HDOWK\$FUHV 'LVHDVHG$FUHV 5DQN
,GDKR,'   
&RFRQLQR$=   
1\H19   
)ODWKHDG07   
7HWRQ:<   
6DQGHUV07   
6KRVKRQH,'   
0LQHUDO07   
5DYDOOL07   
0LVVRXOD07   
&RXQW\6WDWH 'LVHDVHG 5DQN
/\RQ19  
0LQHUDO19  
6WRUH\19  
(VPHUDOGD19  
'RXJODV19  
&DUVRQ&LW\19  
&KXUFKLOO19  
1\H19  
6KHULGDQ:<  
/DQGHU19  
7DEOH
)RUHVW'LVHDVH7RS7HQ$EVROXWH$FUHVE\&RXQW\
6RXUFH 8QSXEOLVKHGGDWDJHQHURXVO\SURYLGHGE\)UDQN.ULVW)UDQN6DSLR
DQG%RU\V7NDF]86)RUHVW6HUYLFH
7DEOH
)RUHVW'LVHDVH7RS7HQ5HODWLYH$FUHVE\&RXQW\
6RXUFH 8QSXEOLVKHGGDWDJHQHURXVO\SURYLGHGE\)UDQN.ULVW)UDQN6DSLR
DQG%RU\V7NDF]86)RUHVW6HUYLFH
EXWPXVW EULQJ WHPSHUDWXUHV RI DURXQG ) 7KHEHHWOHV¶ UH
SURGXFWLYHUDWHDOVRLQFUHDVHVZLWKLQFUHDVHGWHPSHUDWXUHV0RVW
LPSRUWDQWO\ LQFUHDVHGWHPSHUDWXUHVRSHQSUHYLRXVO\XQRFFXSLHG
KHDOWK\KDELWDWVWRWKHPRXQWDLQSLQHEHHWOHDWKLJKHUODWLWXGHVDQG
DOWLWXGHVLQFOXGLQJORGJHSROHDQGMDFNSLQHHFRV\VWHPV
0RXQWDLQSLQHEHHWOHLQIHVWDWLRQVPD\DOVRLQFUHDVH¿UHULVN7KH
\HDUIROORZLQJDEHHWOHNLOOWKHDEXQGDQFHRIGHDGSLQHQHHGOHVLQ
WKH WUHHFURZQ LQFUHDVHV¿UH ULVNDQG WKHGHYHORSPHQWRI FURZQ
¿UHV$IWHUWKUHHWR¿YH\HDUVKRZHYHUWKHGHDGQHHGOHVIDOOWRWKH
JURXQG UHGXFLQJ WKHFDQRS\¿UH ULVN'HFDGHV ODWHU WKHVHGHDG
EDUHWUHHVHYHQWXDOO\IDOOWRWKHJURXQGVHUYLQJDVIXHOVWKDWSUR
PRWH KLJKWHPSHUDWXUH VWDQGUHSODFHPHQW ZLOG¿UHV 6XFK ¿UHV
EXUQWKHIRUHVWÀRRUODGGHUIXHOVDQGWKHQHZO\UHJHQHUDWHGFDQR
S\7KHVHLQWHQVH¿UHVFDQDOVRVWHULOL]HWKHVRLOLHDOOQXWULHQWV
DQGRUJDQLFPDWWHUDUHEXUQHGRXWRIWKHVRLOWKHFRPSOHWHORVVRI
YHJHWDWLRQLQFUHDVHVWKHULVNRIVRLOHURVLRQDQGWKHHVWDEOLVKPHQW
RILQYDVLYHVSHFLHV
1DWXUDOFRQWUROVRQWKHPRXQWDLQSLQHEHHWOHSRSXODWLRQDUHSUHV
HQWO\ QRW HIIHFWLYH RYHU ODUJH UHJLRQV 7KH IULJLG WHPSHUDWXUHV
QHHGHGWRNLOOEHHWOHODUYDHDUHXQOLNHO\JLYHQIXWXUHFOLPDWHSUH
GLFWLRQV%HHWOHSUHGDWLRQE\ZRRGSHFNHUVJHQHUDOO\UHVXOWVLQ
SHUFHQWEHHWOHPRUWDOLW\EXWSHUFHQWPRUWDOLW\LVUHTXLUHGWRVWRS
WKH LQIHVWDWLRQ RWKHUSUHGDWRUV LQFOXGHFKHFNHUEHHWOHVRVWRPLG
EHHWOHV DQG WKHÀ\'DOOD FKDSRGLGHH $OWKRXJKZRRGSHFNHU
SRSXODWLRQVKDYH UHVSRQGHG WR WKHPRXQWDLQSLQHEHHWOH LQIHVWD
WLRQWKHEHHWOHRXWODVWVSUHGDWRUVE\RYHUZKHOPLQJDQGVDWLDWLQJ
WKHP$WKLUGQDWXUDOFRQWURORQWKHPRXQWDLQSLQHEHHWOHSRSXOD
WLRQLVIRRGDQGKDELWDWDYDLODELOLW\)RUHVWGHVWUXFWLRQFDXVHGE\
¿UHVDQGE\ WKHEHHWOHV WKHPVHOYHVPD\HYHQWXDOO\ OLPLW WKHH[
WHQWRIEHHWOHKDELWDW*LYHQWKHVFDOHRIWKHPRXQWDLQSLQHEHHWOH
HSLGHPLFOLPLWHGKDELWDWPD\EHWKHEHVWDYDLODEOHFRQWURORQWKH
H[SORGLQJSRSXODWLRQV
+XPDQFRQWUROVRQWKHEHHWOHSRSXODWLRQLQFOXGHSHVWLFLGHVSUD\
LQJDQGIRUHVWWKLQQLQJ5HSUHVHQWDWLYHV-RKQ76DOD]DUDQG0DUN
8GDOORI&RORUDGRKDYH LQWURGXFHGDQDFW WRDPHQG WKH+HDOWK\
)RUHVWV5HVWRUDWLRQ$FW7KHDFWFDOOHGWKH5RFN\0RXQWDLQ)RU
HVW,QVHFWV5HVSRQVH(QKDQFHPHQWDQG6XSSRUW$FWRUWKH³5RFN\
0RXQWDLQ),5(6$FW´DOORZVODQGPDQDJHUVLQLQVHFWLQIHVWHGDU
HDVWRDSSO\IRUIXHOVWUHDWPHQWIXQGLQJWKURXJKWKH&RPPXQLW\
:LOG¿UH3URWHFWLRQ3ODQ7KLV DFWZRXOGDOVRGLUHFWPLOOLRQ
PLOOLRQ RYHU ¿YH \HDUV WR KHOS FRPPXQLWLHV GHYHORS D UH
)LJXUH
)RUHVW'LVHDVH5LVNLQWKH5RFNLHV
6RXUFH 8QSXEOLVKHGGDWDJHQHURXVO\SURYLGHGE\)UDQN.ULVW
)UDQN6DSLRDQG%RU\V7NDF]86)RUHVW6HUYLFH
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TXLUHG&RPPXQLW\:LOG¿UH3URWHFWLRQ3ODQIXQGHGE\RQVKRUHRLO
DQGJDVGHYHORSPHQWUR\DOWLHV)LQDOO\WKHDFWZRXOGH[FOXGHSURM
HFWVZLWKLQWKH+HDOWK\)RUHVWV5HVWRUDWLRQ$FWIURPWKH1DWLRQDO
(QYLURQPHQWDO3ROLF\$FW1(3$LQFOXGLQJSURSRVHGPRXQWDLQ
SLQHEHHWOHLPSDFWVWXGLHV7KLVH[FOXVLRQZRXOGOLPLWLIQRWHOLPL
QDWHREOLJDWLRQV WRFRQGXFW(QYLURQPHQWDO ,PSDFW6WDWHPHQWV
2SSRQHQWVRIWKLVOHJLVODWLRQDUJXHWKDWWKHFXUUHQWEHHWOHLQIHVWD
WLRQOHYHOVDUHQRWHFRORJLFDOO\DQRPDORXVGRQRWLQFUHDVHWKHULVN
RIFURZQ¿UHVDQGGRQRWZDUUDQWUHOD[HG1(3$UHJXODWLRQV
7KH3LxRQ,SV%HHWOH
7KH 3LxRQ LSV EHHWOH ,SV FRQIXVXV LV DQRWKHU LPSRUWDQW EHHWOH
LQ WKH5RFNLHV7KH LSVEHHWOH DOVRNQRZQDV WKHSLQHHQJUDYHU
EHHWOHKDVNLOOHGSLxRQSLQHWUHHVLQRYHUVTXDUHPLOHVRI
SLxRQ±MXQLSHUZRRGODQGLQWKH)RXU&RUQHUV5HJLRQDQGWKHWRWDO
SLxRQPRUWDOLW\LQWKLVDUHDLVHVWLPDWHGWREHSHUFHQW7KHVH
EHHWOHVDIIHFWVHYHUDORWKHUSLQHVSHFLHVDVZHOOLQFOXGLQJORGJH
SROHDQGSRQGHURVDSLQHV/LNHWKHPRXQWDLQSLQHEHHWOHLSVEHHWOH
ODUYDHIHHGRQWKHWUHHSKORHPMXVWXQGHUWKHEDUN+RZHYHUWKH
LSVEHHWOHHYHQWXDOO\NLOOVWKHLQIHFWHGWUHHE\JLUGOLQJLWQRWE\D
IXQJDOLQIHFWLRQ
7KHSLxRQ LSVEHHWOH LVHQGHPLF WR WKHGHVHUW VRXWKZHVW\HW WKH
FXUUHQW WUHHPRUWDOLW\ OHYHO LV XQSUHFHGHQWHG 6FLHQWLVWV K\SRWK
HVL]HWKDWUHFHQWH[WUHPHGURXJKWVDQGULVLQJWHPSHUDWXUHVKDYHUH
VXOWHGLQZHDNHUVWUHVVHGWUHHV+LJKVWDQGGHQVLWLHVDOVRSURPRWH
WKHPRYHPHQWRILSVEHHWOHVIURPRQHLQIHFWHGWUHHWRLWVXQLQIHFWHG
QHLJKERUV)HZVROXWLRQVH[LVWWRUHGXFHWKHVHYHULW\RIWKHVHRXW
EUHDNVDOWKRXJKH[SHQVLYHFKHPLFDOWUHDWPHQWV±SHUWUHH
KDYHEHHQFRPSOHWHGLQKLJKYDOXHDUHDVVXFKDVDURXQGSDUNDQG
IRUHVWYLVLWRUFHQWHUV7KLQQLQJDOVRLQFUHDVHVSLxRQSLQHYLJRUDQG
WKHUHPDLQLQJPRUHYLJRURXVWUHHVFDQEHWWHUSLWFKRXWEHHWOHV
+HDUW5RW)XQJXV
7KHKHDUWURWIXQJXV3KHOOLQXVWUHPXODHLQIHFWVWKHKHDUWZRRGRI
DVSHQ WUHHV LQ WKH5RFNLHV7KH LQIHFWLRQPHFKDQLVP LVQRWZHOO
XQGHUVWRRGEXWWKH)RUHVW6HUYLFHK\SRWKHVL]HVWKHIXQJXVUHDFKHV
LQWHULRUKHDUWZRRGWKURXJKGHDGEUDQFKVWXEVDQGIUHVKZRXQGV
7KHIXQJXVZLOODWWDFNWKHWUHH¶VKHDUWZRRGXQWLOLWLVHQWLUHO\GH
FRPSRVHG7KLVGHFRPSRVLWLRQFDQEHQH¿WHFRV\VWHPVE\FUHDWLQJ
JDSVLQIRUHVWFDQRSLHVWKDWHQKDQFHVXFFHVVLRQDQGELRGLYHUVLW\
FUHDWLQJFULWLFDOKDELWDWIRUFDYLW\QHVWLQJELUGVDQGIDFLOLWDWLQJQX
WULHQWF\FOLQJ +HDUWURWIXQJXVPLJKWDOVRPLWLJDWHRWKHULQVHFW
LQIHVWDWLRQVDVPDQ\FDYLW\QHVWLQJELUGVDUHLQVHFWLYRUHV+RZ
HYHU WKH KHDUWURW IXQJXV JUHDWO\ UHGXFHV LI QRW HOLPLQDWHV WKH
WLPEHUYDOXHRIDVSHQ,QWKLVFDVHIRUHVWPDQDJHUVPXVWEDODQFH
HFRV\VWHPKHDOWKDQGWLPEHUSURGXFWLRQ
:KLWH3LQH%OLVWHU5XVW
:KLWHSLQHEOLVWHUUXVW &URQDUWLXPULELFRODLVSUHVHQWLQQXPHU
RXVDUHDVWKURXJKRXWWKH5RFNLHVLQFOXGLQJ<HOORZVWRQH1DWLRQDO
3DUN$Q LQYDVLYH IXQJXV RULJLQDWLQJ LQ$VLDZKLWH SLQH EOLVWHU
UXVWLVOLNHO\WKHPRVWGHVWUXFWLYHZKLWHSLQHGLVHDVHLQWKH8QLWHG
6WDWHV+RVWV LQFOXGHZKLWHEDUNSLQHZHVWHUQZKLWHSLQH OLPEHU
SLQHDQGVRXWKZHVWHUQZKLWHSLQH7KHGLVHDVHLVH[DFHUEDWHGE\
H[WHQGHGFRROPRLVWFRQGLWLRQVGXULQJODWHVXPPHUDQGHDUO\IDOO
7KHHFRORJLFDOLPSDFWVDUHVLJQL¿FDQWDVWKLVGLVHDVHWKUHDWHQVWR
HOLPLQDWHZKLWHSLQHVSHFLHVLQ:HVWHUQHFRV\VWHPV
3RSXODWLRQ*URZWKDQG)LUH0DQDJHPHQW
$WKLUGFULWLFDOIDFWRUDIIHFWLQJIRUHVWKHDOWKLQWKH5RFNLHVLVUHFHQW
GHYHORSPHQW E\ KXPDQV SDUWLFXODUO\ WKH JURZWK RI XUEDQ DUHDV
QHDUQDWLRQDOIRUHVWVDQGLQWHUVSHUVHGKRXVLQJZLWKLQIRUHVWHGDU
HDV7KHKLJKSRSXODWLRQJURZWKLQWKH5RFNLHVUHÀHFWVWKHDEXQ
GDQWQDWXUDODQGUHFUHDWLRQDODPHQLWLHVRIWKLVUHJLRQEXWQHZUHVL
GHQWVPD\QRWEHDZDUHRIWKHULVNVWKH\SRVHWRQHDUE\IRUHVWV
2QH XVHIXOPHDVXUH RI KXPDQ±IRUHVW LQWHUDFWLRQ LV WKH JURZLQJ
DUHDRIZLOGODQG±XUEDQLQWHUIDFH:8,GH¿QHGDVDZLOGODQGDUHD
ZLWKLQDKDOIPLOHRIKRXVLQJZLWKGHQVLWLHVJUHDWHUWKDQKRXVH
SHUDFUHV 7KLVDUHDLVH[SHFWHGWRGRXEOHLQWKHQH[W\HDUV
,Q&RORUDGR¶V)URQW5DQJHDORQHWKHUHDUHPLOOLRQ:8,DFUHV
LQZKLFK ¿UH ULVNPLWLJDWLRQ LV QHFHVVDU\ WR SURWHFW KXPDQ OLIH
SURSHUW\DQGRWKHUDVVHWVHJZDWHUVKHGVZLOGOLIHKDELWDWVDQG
FRPPXQLW\LQIUDVWUXFWXUH)LJXUHVKRZVWKH:8,DUHDVRI WKH
5RFNLHV5HJLRQ
3RVVLEOHVROXWLRQVWRLQFUHDVHG¿UHULVNLQFOXGHEXIIHU]RQHVSUH
VFULEHGEXUQVDQGIRUHVWWKLQQLQJVHH&DVH6WXG\,GDKR:LOG
ODQG)LUH8VH)LUHV%XIIHU]RQHVSURYLGHDQHIIHFWLYHVROXWLRQWR
¿UHULVNE\UHPRYLQJIXHOVIURPDUHDVRIKXPDQOLIHDQGSURSHUW\
3UHVFULEHGEXUQVPD\UHGXFH¿UHULVNE\HOLPLQDWLQJJURXQGDQG
ODGGHUIXHOVDQGUHVWRULQJIRUHVWVWRWKHLUKLVWRULFDOUDQJHRIYDUL
DELOLW\+RZHYHUSUHVFULEHGEXUQVDUHRIWHQ LQDSSURSULDWH LQ WKH
ZLOGODQG±XUEDQ LQWHUIDFH DV XQIRUHVHHQ ZLQG FRQGLWLRQV RU ¿UH
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EXUQHG DUHDV $FFRUGLQJ WR WKH )URQW 5DQJH )XHOV 7UHDWPHQW
3DUWQHUVKLS³WUHDWPHQWSODQVVKRXOGDYRLGWKHFUHDWLRQRIVWHULOH
SDUNOLNH IRUHVWV WKDW KDYH HYHQO\VSDFHG WUHHV DQGQR VKUXEVRU
GRZQHGORJV,QVWHDGWUHDWPHQWVVKRXOGDFKLHYHDFRPSOH[PRVDLF
RIIRUHVWVWUXFWXUHVZLWKSDWFKHVRIYDULDEOHWUHHGHQVLWLHVDQGDJHV
WKDWIDYRUUHWHQWLRQRIWKHROGHUWUHHV´%\UHWDLQLQJSDUWRIWKH
XQGHUVWRU\DQGWKHIRUHVWFDQRS\WKHLQWURGXFWLRQRILQYDVLYHVSH
FLHVFDQEHPLQLPL]HG
$FRQFHUQRIIRUHVWWKLQQLQJLVWKHIDWHRIWKHVPDOOGLDPHWHUORZ
PDUNHWYDOXHWUHHVKDUYHVWHGIURPGHQVHVWDQGV2QHSRVVLEOHXVH
RIWKHVHWLPEHUSURGXFWVLVDVELRPDVVIXHOSURYLGLQJHQHUJ\IRU
ORFDO VFKRROV DQGPXQLFLSDO EXLOGLQJV )RU H[DPSOH WKH FLW\ RI
1HGHUODQG&RORUDGR XVHV WKLQQHG WUHHV WR ¿UH D  KRUVHSRZHU
ERLOHUJHQHUDWLQJPLOOLRQ%78VSHUKRXUWRKHDWWKH1HGHUODQG
&RPPXQLW\ &HQWHU  $QRWKHU XVH RI VPDOOGLDPHWHU WLPEHU LV
QLFKHPDUNHWSURGXFWVVXFKDV WLPEHUÀRRULQJDQGIXUQLWXUHVHH
&DVH6WXG\1RUWK6ORSH6XVWDLQDEOH:RRG//&
7KH LQWHUVHFWLRQRI:8,DUHDVDQGKLJK¿UH ULVN LVRQH UHJLRQDO
PHDVXUHRI¿UHULVNE\FRXQW\WKDWLVVKRZLQJZKHUHSHRSOHDQG
¿UH ULVN FRLQFLGH:H FRPSDUHG:8, DUHDV ORZPHGLXP DQG
EHKDYLRUFDQSODFH OLYHVDQGSURSHUW\DW ULVN VHH&DVH6WXG\
&HUUR*UDQGH3UHVFULEHG)LUHDQG:LOG¿UH
$QRWKHUVROXWLRQDFWLYHO\SXUVXHGLQ:8,DUHDVLVIRUHVWWKLQQLQJ
VHH&DVH6WXG\9DLO9DOOH\)RUHVW+HDOWK3URMHFW)RUHVWWKLQ
QLQJSURMHFWVFDQDOVRWDUJHWLQYDVLYHVSHFLHVWKDWDUHRIWHQDVVR
FLDWHGZLWK KXPDQ GHYHORSPHQW DQG FDQ UDSLGO\ VSUHDG WKURXJK
&DVH6WXG\,GDKR:LOGODQG)LUH8VH)LUHV
:LOGODQG¿UHXVHLVWKHSUDFWLFHRIDOORZLQJQDWXUDOO\LJQLWHG¿UHV
LQDUHDVZKHUH¿UHLVDPDMRUFRPSRQHQWRIWKHHFRV\VWHPWREXUQ
7KHVH¿UHVDUHFORVHO\PRQLWRUHGDQGPDQDJHGE\WKH)RUHVW6HU
YLFH7UDGLWLRQDOO\WKH)RUHVW6HUYLFHRQO\DOORZHG:)8LQZLO
GHUQHVVDUHDV+RZHYHU&KXFN0DUNWKHGLVWULFWUDQJHUIRUWKH6W
-RH5DQJHU'LVWULFWLQWKH,GDKR3DQKDQGOH1DWLRQDO)RUHVWEHJDQ
DSURJUDPXWLOL]LQJ:)8LQ5RDGOHVVDUHDVLQ
7KHHIIHFWVRIZLOG¿UHVLQFDQVWLOOEHVHHQLQWKLVDUHDZKHUH
H[WHQVLYH EUXVK ¿HOGV FRYHU DUHDV ZKHUH WUHHV KDYH QRW \HW UH
JURZQ7KHLQWHQVLW\RIWKHVH¿UHVPD\KDYHVWHULOL]HGWKHVRLONLOO
LQJDOOWUHHVDVZHOODVWKHLUVHHGV7KHVHGHYDVWDWLQJHIIHFWVPDGH
PDQ\LQ WKHSXEOLFVHFWRUDVZHOODV WKH)RUHVW6HUYLFHUHOXFWDQW
WRH[SDQGWKHXVHRI:)8+RZHYHU0DUNFKDPSLRQHGWKLVSUR
JUDPDUJXLQJWKDWWKHEHVWZD\WRKHOSDODQGVFDSHVXIIHULQJIURP
¿UHH[FOXVLRQLVWRDOORZOLJKWHQLQJLJQLWHG¿UHVWREXUQ)XUWKHU
KHFRQWHQGHGWKDW WKLQQLQJSURJUDPVZLOOQHYHUEHHFRQRPLFDOO\
IHDVLEOHEHFDXVHLQPDQ\FDVHVYDOXDEOHWLPEHUKDVDOUHDG\EHHQ
KDUYHVWHG
$OORZLQJ QDWXUDOO\ LJQLWHG ¿UHV WR EXUQ LV D OHVV H[SHQVLYH \HW
PRUHKD]DUGRXVLIWKH¿UHVJHWRXWRIFRQWURODOWHUQDWLYHWRIRU
HVW WKLQQLQJ7KH:)8SURJUDPDWWHPSWVWRUHWXUQODQGVFDSHVWR
WKHLUQDWXUDOUDQJHRIYDULDELOLW\,I0DUN¶VSURJUDPLVVXFFHVVIXOLW
PD\EHH[SDQGHGWKURXJKRXWWKH5RFNLHV5HJLRQWRLQFOXGHRWKHU
URDGOHVVDUHDVDQGSRVVLEO\QDWLRQDO IRUHVWVRXWVLGHZLOGODQG±XU
EDQLQWHUIDFHDUHDV
6RXUFHV
&KXFN0DUN'LVWULFW5DQJHU6W-RH5DQJHU'LVWULFWLQWHUYLHZE\
DXWKRU$XJXVW
86'$)RUHVW6HUYLFH³:LOGODQG)LUH8VH´KWWSZZZIVIHGXV
¿UH¿UHXVHZLOGODQGB¿UHBXVHXVHBLQGH[KWPO
)LJXUH 
7KH:LOGODQG8UEDQ,QWHUIDFHLQWKH5RFNLHV
6RXUFH6,/9,6/DE)RUHVW(FRORJ\DQG0DQDJHPHQW 6\VWHP
8QLYHUVLW\RI:LVFRQVLQ0DGLVRQ
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KLJK LQWHUIDFHDQG LQWHUPL[DUHDV WR WKH¿UHULVNFRQGLWLRQFODVV
,,,FDWHJRU\7KHQXPEHURIDFUHVIRUHDFK:8,FDWHJRU\ZDVWKHQ
GHWHUPLQHGZHLJKWHGDFFRUGLQJWRHDFKFDWHJRU\DQGDVVLJQHGD
¿QDOUDQN7KHUHVXOWLVVKRZQLQ7DEOHIRUWKHWRSWHQFRXQWLHV
DVGHWHUPLQHGE\RXUPHWKRG6HYHQ$UL]RQDFRXQWLHV UDQNHG LQ
WKH WRS WHQ 0DULFRSD3LPD3LQDO1DYDMR&RFRQLQR0RKDYH
DQG<DYDSDLZLWK&ODUN1HYDGD6DQWD)H1HZ0H[LFRDQG
(O3DVR&RORUDGRFRXQWLHVDOVRLGHQWL¿HGDVKLJK¿UHULVNDUHDV
/HJDODQG6FLHQWL¿F'HEDWHV5RDGVDQG6DOYDJH/RJJLQJ
6ROXWLRQV WR UHJLRQDO IRUHVW KHDOWK LVVXHV VXFK DV ¿UH LQIHVWD
WLRQ DQG GHYHORSPHQW UHTXLUH D UHDOLVWLF DVVHVVPHQW RI H[LVWLQJ
UHVRXUFHVSURMHFWHGFRVWV DQGDJUHHPHQWRQ IRUHVWPDQDJHPHQW
SODQV DPRQJ LQWHUHVWHG SDUWLHV+RZHYHU DJUHHPHQW FDQ EH GLI
¿FXOWWRREWDLQHVSHFLDOO\ZKHQPL[LQJSROLWLFVVFLHQFHDQGGLI
IHUHQWYLVLRQV IRURXUQDWLRQDO IRUHVWV7ZRNH\GHEDWHV UHODWH WR
URDGGHYHORSPHQW LQFXUUHQWO\ URDGOHVVDUHDVDQG WKHSUDFWLFHRI
VDOYDJHORJJLQJ
7KH5RDGOHVV5XOH
,QWKH5RDGOHVV$UHD&RQVHUYDWLRQ5XOHZDVHVWDEOLVKHGWR
SURKLELW URDGFRQVWUXFWLRQDQGUHFRQVWUXFWLRQLQPLOOLRQDFUHV
RILQYHQWRULHG1DWLRQDO)RUHVWDUHDV7KHVHDUHDVZHUHGH¿QHGDV
XQGHYHORSHG DUHDV H[FHHGLQJ  DFUHV 7KH ³5RDGOHVV 5XOH´
SURKLELWHGPRVWWLPEHUKDUYHVWVLQLQYHQWRULHGURDGOHVVDUHDVH[
FHSWLRQVLQFOXGHGWKRVHDUHDVWKDWUHGXFHG¿UHULVNLPSURYHGZLOG
OLIHKDELWDWIRUHQGDQJHUHGSURSRVHGIRUOLVWLQJDVHQGDQJHUHGRU
VHQVLWLYHVSHFLHVDQGPDLQWDLQHGRUUHVWRUHGHFRV\VWHPFRPSRVL
WLRQDQGVWUXFWXUH
5RDGOHVV DUHDV SUHVHQW FKDOOHQJHV WR IRUHVWPDQDJHPHQW7UDQV
SRUWRIWKHKHDY\HTXLSPHQWUHTXLUHGIRUIRUHVWWKLQQLQJLQFOXGLQJ
K\GURD[HVEXOOGR]HUVDQGFKLSSHUVRIWHQUHTXLUHVDQH[WHQVLYH
URDGQHWZRUNDOWKRXJKVPDOOVFDOHWKLQQLQJFDQEHDFFRPSOLVKHG
E\ZRUNWHDPVDQGSLOHEXUQLQJ:LWKRXWDGHTXDWHWKLQQLQJPDQ\
IRUHVW HFRV\VWHPV PD\ H[SHULHQFH LQVHFW LQIHVWDWLRQV RU FURZQ
¿UHV+RZHYHUPDQ\IRUHVWH[SHUWVFRQVLGHU WKHFXUUHQW¿UHDQG
GLVHDVHUHJLPHSDUWRIDQDWXUDOF\FOHEHVWOHIWWRQDWXUHUDWKHUWKDQ
ZRUNWHDPV(QYLURQPHQWDOJURXSVDOVRDUJXHWKDWURDGVIUDJPHQW
ZLOGOLIHKDELWDWDQGFDXVHVRLOHURVLRQ2QHVWXG\KDVIRXQGWKDW
URDGV IUDJPHQW IRUHVW HFRV\VWHPVPRUH WKDQFOHDUFXWWLQJE\GLV
VHFWLQJODUJHFRQWLJXRXVUHJLRQVLQWRVPDOOHUSLHFHVDQGFRQYHUW
LQJWKHIRUHVWLQWHULRULQWRDVHULHVRIHGJHKDELWDWV
,Q  WKH5RDGOHVV 5XOHZDV UHSHDOHG E\ WKH%XVK DGPLQLV
WUDWLRQ UHRSHQLQJ PLOOLRQ DUHDV IRU URDG GHYHORSPHQW 7KLV
&DVH6WXG\&HUUR*UDQGH3UHVFULEHG)LUHDQG:LOG¿UH
7KH&HUUR*UDQGH3UHVFULEHG)LUHZDVLJQLWHGDVSDUWRIDQDSSURYHGSODQRQ0D\E\¿UHSHUVRQQHODW%DQGROLHU1DWLRQDO0RQXPHQW
6SRUDGLFZLQGFKDQJHVFDXVHGVSRWWLQJ¿UHVRXWVLGHWKH¿UHSHULPHWHUFDXVHGE\ZLQGFDUULHGEXUQLQJEUDQFKHVRUOHDYHVDQG³VORSRYHU´RQ
WKHHDVWHUQ¿UHOLQH6ORSRYHURFFXUVZKHQ¿UHVVSUHDGRXWVLGHWKHERXQGDULHVRIDFRQWUROOLQHVXFKDVWKDWFUHDWHGE\DSUHYLRXVEXUQ¿UHEUHDN
RUOLQHRI¿UHSHUVRQQHO
7KH¿UHZDVGHFODUHGDZLOG¿UHDW30RQ0D\,WZDVWKHQFRQWDLQHGIRUDSSUR[LPDWHO\KRXUVEHIRUHDVLJQL¿FDQWLQFUHDVHLQZLQGVIURP
WKHZHVW7KH¿UHPRYHGRXWRIFRQWUROWRWKHHDVWDWWKH6DQWD)H1DWLRQDO)RUHVW$WLWVPRVWVHYHUHWKH&HUUR*UDQGH3UHVFULEHG)LUHSURGXFHG
VSRWWLQJRYHUDPLOHDFURVV¿UHOLQHVLQDOOGLUHFWLRQV7KH¿UHEHJDQWRPRYHWRZDUGWKHWRZQVRI/RV$ODPRVDQG:KLWH5RFNZKHUH
UHVLGHQWVZHUHHYDFXDWHG%\0D\WKH¿UHKDGGHVWUR\HGKRPHV
7KH ,QWHUDJHQF\)LUH ,QYHVWLJDWLRQ7HDPIRUPHGE\6HFUHWDU\RI WKH ,QWHULRU%UXFH%DEELWW FRQFOXGHG WKDW IHGHUDOSHUVRQQHOKDG IDLOHG WR
SURSHUO\SODQDQGLPSOHPHQWWKH&HUUR*UDQGH3UHVFULEHG)LUH7KHLQYHVWLJDWRUVPDLQWDLQHGWKDWWKH)HGHUDO:LOGODQG)LUH3ROLF\LVVRXQG\HW
GHSHQGVRQVWULFWDGKHUHQFHWRSURSHULPSOHPHQWDWLRQE\HYHU\DJHQF\LQYROYHG$OWKRXJKSUHVFULEHG¿UHVDUHDYLDEOHPHWKRGRIUHVWRULQJ
ODQGVFDSHVWRWKHLUKLVWRULFDO¿UHUHJLPHVSXEOLFDFFHSWDQFHRIWKLVPHWKRGLVLPSRUWDQW3UHVFULEHG¿UHVWKDWWXUQLQWRZLOG¿UHVKDYHKDGKDUP
IXOFRQVHTXHQFHVQRWRQO\LQWHUPVRISURSHUW\DQGFRVWVEXWLQWHUPVRISXEOLFSHUFHSWLRQ
6RXUFH
1DWLRQDO3DUN6HUYLFH³&HUUR*UDQGH3UHVFULEHG)LUH,QYHVWLJDWLRQ([HFXWLYH6XPPDU\´KWWSZZZQSVJRYFHUURJUDQGHH[HFXWLYHBVXPPDU\
KWP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&RXQW\6WDWH 0LQLPXP 0HGLXP 0D[LPXP 5DQN
0DULFRSD$=    
&ODUN19    
3LPD$=    
3LQDO$=    
1DYDMR$=    
6DQWD)H10    
&RFRQLQR$=    
0RKDYH$=    
<DYDSDL$=    
(O3DVR&2    
7DEOH
)LUH5LVN7RS7HQ$EVROXWH$FUHVE\&RXQW\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
UHSHDODGGUHVVHGPRWRUL]HGDFFHVVWRWKH1DWLRQDO)RUHVWVFLWLQJ
LQDGHTXDWHSXEOLFDFFHVVWRWKHURDGOHVVDUHDVLHQRYHKLFOHVQR
SHRSOH$OLPLWHGUHEXWWDOSURFHVVGRHVH[LVWSURSRVHGFKDQJHV
WRVSHFL¿FURDGOHVVDUHDVFDQEHSHWLWLRQHGE\VWDWHJRYHUQRUVDQG
¿OHGZLWKWKH'HSDUWPHQWRI$JULFXOWXUH7KHVHSHWLWLRQVDUHQRW
ELQGLQJDQGWKH'HSDUWPHQWRI$JULFXOWXUHFDQDFFHSWPRGLI\RU
UHMHFWWKHP
7KH5RDGOHVV5XOHZDVUHLQVWDWHGRQ6HSWHPEHUE\
860DJLVWUDWH-XGJH(OL]DEHWK/DSRUWHRIWKH8QLWHG6WDWHV'LV
WULFW&RXUWIRUWKH1RUWKHUQ'LVWULFWRI&DOLIRUQLD/DSRUWHUXOHG
WKDW WKH%XVK$GPLQLVWUDWLRQYLRODWHG WKH1DWLRQDO(QYLURQPHQ
WDO3ROLF\$FWDQG WKH(QGDQJHUHG6SHFLHV$FWZKHQ LW UHSHDOHG
WKH5RDGOHVV$UHD&RQVHUYDWLRQ5XOH %RWK1HZ0H[LFR DQG
0RQWDQDZHUH FRSODLQWLIIV LQ WKLV IRXUVWDWH ODZVXLW WR UHLQVWDWH
WKH5RDGOHVV5XOH )ROORZLQJWKLVUXOLQJWKH&KLHIRIWKH
)RUHVW 6HUYLFH SURKLELWHG DQ\ ³IXUWKHUPDQDJHPHQW DFWLYLWLHV LQ
LQYHQWRULHG URDGOHVV DUHDV WKDWZRXOGEHSURKLELWHGE\ WKH
5RDGOHVV5XOH´
6DOYDJH/RJJLQJ
6DOYDJH ORJJLQJZKHUHGHDG WUHHV DUH UHPRYHG IURPDGLVHDVHG
RUGDPDJHGDUHDLVDQRWKHULVVXHFXUUHQWO\XQGHUGHEDWHE\SROLWL
FLDQVVFLHQWLVWVDQGWKHSXEOLF)ROORZLQJDPRXQWDLQSLQHEHHWOH
DWWDFNWUHHVFDQEHKDUYHVWHGIRUDSSUR[LPDWHO\¿YH\HDUVPRUWDO
LW\FDXVHGE\WKHEOXHVWDLQIXQJXVGRHVQRWDIIHFWDWUHH¶VVWUXFWXUDO
LQWHJULW\GXULQJWKLVWLPHIUDPH$IWHU¿YH\HDUVKRZHYHUWKHWUHH
EHJLQV WR³FKHFN´ WKHZRRG LVFUDFNHGE\PXOWLSOH IUHH]H±WKDZ
F\FOHVDQGGU\LQJ2QFHFUDFNHGWKURXJKWKHWUXQNWKHWUHHLVQR
ORQJHUYDOXDEOHIRUWLPEHU
,QUHVSRQVHWRWKHORVVRIKDUYHVWDEOHWLPEHUFDXVHGE\LQIHVWDWLRQ
DQG¿UH5HSUHVHQWDWLYH*UHJ:DOGHQRI2UHJRQKDVLQWURGXFHGWKH
6DOYDJH/RJJLQJ%LOO7KHJRDORIWKHELOOLVWRLPSOHPHQWUHFRYHU\
WUHDWPHQWVLQUHVSRQVHWRFDWDVWURSKLFHYHQWVDVGHWHUPLQHGE\WKH
6HFUHWDU\RIWKH,QWHULRU%,$%/0DQGWKH6HFUHWDU\RI$JULFXO
WXUH86)67KLVLQFOXGHVWKHUHPRYDORIGHDGDQGGDPDJHGWUHHV
DQGWKHLPSOHPHQWDWLRQRIUHIRUHVWDWLRQWUHDWPHQWV
7KHELOOUHTXLUHVWKH6HFUHWDU\RIWKH,QWHULRUDQGWKH6HFUHWDU\RI
$JULFXOWXUHWRGHYHORSDOLVWRISUHDSSURYHGPDQDJHPHQWSUDFWLFHV
&DVH6WXG\9DLO9DOOH\)RUHVW+HDOWK3URMHFW
7KH9DLO9DOOH\)RUHVW+HDOWK3URMHFW99)+SURMHFWZDVFUHDWHGLQUHVSRQVHWRWKHPRXQWDLQSLQHEHHWOHLQIHVWDWLRQRXWEUHDNLQWKH9DLO9DO
OH\RI(DJOH&RXQW\&RORUDGR7KHRXWEUHDNZKLFKEHJDQLQNLOOHGDSSUR[LPDWHO\WUHHVLQWKH\HDUDORQHDQGWKH)RUHVW
6HUYLFHKDVLGHQWL¿HG(DJOH&RXQW\DVKDYLQJWKHWKLUGKLJKHVWOHYHORIPRXQWDLQSLQHEHHWOHLQIHVWDWLRQLQ&RORUDGR)LUHVXSSUHVVLRQLQWKH
DUHDRYHUWKHSDVW\HDUVKDVFUHDWHGLGHDOFRQGLWLRQVIRUWKHPRXQWDLQSLQHEHHWOHHYHQO\DJHGGHQVHORGJHSROHSLQHVWDQGVZLWKGHFUHDVLQJ
DVSHQSRSXODWLRQV
7KH99)+SURMHFWEHJDQLQZKHQWKH)RUHVW6HUYLFHHQWHUHGLQWRDSDUWLFLSDWLQJDJUHHPHQWZLWKWKHWRZQRI9DLO7KLVDJUHHPHQWLQYROYHV
DFRPPLWPHQWE\9DLOWRIXQGWKH)RUHVW+HDOWKSURMHFW7KHWRZQDOVRDJUHHGWRSURYLGHWHFKQLFDODVVLVWDQFHIXQGVDODULHVIRUWRZQ
SHUVRQQHODVVLJQHGWRSUHVFULEHGEXUQDFWLYLWLHVDQGPRQLWRUSRVW¿UHWUHDWPHQWUHVSRQVH$)LQDO(QYLURQPHQWDO,PSDFW6WDWHPHQW)(,6
ZDVLVVXHGLQIROORZHGE\D5HFRUGRI'HFLVLRQ52'LQ)RUHVW6HUYLFHSHUVRQQHOIURPWKH:KLWH5LYHU1DWLRQDO)RUHVWEUDQFK
GHFLGHGRQDSODQWKDWZLOOHQFRPSDVVDFUHVRIQDWLRQDOIRUHVWODQGV
6RXWKRIWKH,FRUULGRUDERXWDFUHVRIORGJHSROHSLQHZLOOEHWKLQQHGFKHPLFDOO\WUHDWHGVDOYDJHGRUSDWFKFXW7KHUHPDLQGHURIWKH
SURMHFWZLOOLQYROYHDSSUR[LPDWHO\DFUHVRIDVSHQZKLFKZLOOEHWUHDWHGWKURXJKSDWFKFXWVSHULPHWHUWUHDWPHQWVDQGSUHVFULEHGEXUQLQJ
1RUWKRIWKH,FRUULGRUDFUHVRIVKUXEODQGVJUDVVODQGVDQGDVSHQZLOOEHPDQDJHGWRUHWXUQWKHPWRWKHLUKLVWRULFDOUDQJHRIYDULDELOLW\
+590HFKDQLFDOYHJHWDWLRQWUHDWPHQWVDQGSUHVFULEHGEXUQLQJZLOOEHXVHGWRYDU\VWDQGDJHDQGGHQVLW\VXFKWKDWWKHSRWHQWLDOLQWHQVLW\DQG
VHYHULW\RIZLOGDQG¿UHVLQWKHZLOGODQG±XUEDQLQWHUIDFHZLOOEHUHGXFHG
$VRI$XJXVWWKH)RUHVW6HUYLFHKDGWKLQQHGDFUHVDWDFRVWRI&XWWLQJDORQHFRVWVDSSUR[LPDWHO\SHUDFUHZKLOH
SLOLQJDQGEXUQLQJFXWPDWHULDOWKDWFDQQRWEHKDXOHGDZD\UDLVHVWKHFRVWWRDERXWSHUDFUH7KLVFDVHIURPWKH9DLO9DOOH\SURYLGHVDQ
H[DPSOHRIFRPPXQLW\±)RUHVW6HUYLFHSDUWQHUVKLSWKDWRWKHUPXQLFLSDOLWLHVDQGDUHDVPD\ZDQWWRIROORZLQVHHNLQJZD\VWRPLWLJDWHEHHWOH
LQIHVWDWLRQV
6RXUFHV
86'$)RUHVW6HUYLFH:KLWH5LYHU1DWLRQDO)RUHVW+RO\&URVV5DQJHU'LVWULFWDQG7RZQRI9DLO3DUWLFLSDWLQJ$JUHHPHQW
86'$)RUHVW6HUYLFH:KLWH5LYHU1DWLRQDO)RUHVW+RO\&URVV5DQJHU'LVWULFW9DLO9DOOH\)RUHVW+HDOWK3URMHFW
3KLO%RZGHQ:LOGODQG)XHOV0DQDJHPHQW6SHFLDOLVW8SSHU&RORUDGR5LYHU)LUH0DQDJHPHQW8QLW86'$)686',%/0 LQWHUYLHZE\
DXWKRU-XO\
&DU\*UHHQH:LOGODQG)XHOV0DQDJHPHQW6SHFLDOLVW8SSHU&RORUDGR5LYHU)LUH0DQDJHPHQW8QLW86'$)686',%/0LQWHUYLHZE\DX
WKRU-XO\
:LGHVSUHDG³EHHWOHNLOO´LQWKH:LOGODQG8UEDQ,QWHUIDFH9DLO&2-XO\
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E\IRUHVWW\SHWKDWPD\EHLPSOHPHQWHGDVSDUWRIUHFRYHU\SURMHFWV
%HFDXVHWKHVHSUHDSSURYHGSUDFWLFHVZLOOEHGHHPHGHPHUJHQF\
SURFHGXUHVWKH\PXVWRQO\FRQVLGHUWKHPDQDJHPHQWSUDFWLFHVDQG
WKH ³GRQRWKLQJ´ DOWHUQDWLYHZKHQ FRQGXFWLQJ DQ(QYLURQPHQWDO
,PSDFW6WDWHPHQW)XUWKHUPRUHWKHVHFUHWDULHVDUHSHUPLWWHGWRXVH
HPHUJHQF\SURFHGXUHVWRFLUFXPYHQWWKH(QGDQJHUHG6SHFLHV$FW
H[FXVLQJWKHPIURP³LQFLGHQWDOWDNLQJV´RIHQGDQJHUHGVSHFLHV
,QVXSSRUWRIWKHELOO0DUN5H\8QGHUVHFUHWDU\RI$JULFXOWXUHIRU
1DWXUDO5HVRXUFHVDQG(QYLURQPHQWDUJXHGWKDW³LQPDQ\FDVHV
DFWLYHPDQDJHPHQWFDQ UHVWRUHD IRUHVW IDVWHU WKDQ OHWWLQJQDWXUH
WDNHLWVFRXUVH´ +RZHYHULQ$XJXVWVFLHQWLVWVIURP
DFDGHPLFDQGSULYDWHLQVWLWXWLRQVFRQWHVWHGWKLVYLHZDVNLQJ&RQ
JUHVV WRGHIHDW WKLV OHJLVODWLRQ LQ IDYRURIDPRUHVFLHQFHGULYHQ
DSSURDFK7KH\DUJXHWKDW
3RVWGLVWXUEDQFH ORJJLQJ LPSHGHV UHJHQHUDWLRQ RI IRUHVW
ODQGVFDSHVZKHQLWFRPSDFWVVRLOVUHPRYHVRUGHVWUR\VVR
FDOOHG ELRORJLFDO OHJDFLHV VXFK DV VRLO RUJDQLFPDWHULDO
VHHGVLQWKHVRLOODUJHVWDQGLQJDQGGRZQHGWUHHVGDPDJHV
ULSDULDQFRUULGRUVLQWURGXFHVRUVSUHDGVLQYDVLYHVSHFLHV
FDXVHVHURVLRQGHOLYHUVVHGLPHQWWRVWUHDPVIURPORJJLQJ
URDGVDQGVWHHSVORSHVGHJUDGHVZDWHUTXDOLW\DQGGDP
DJHVSRSXODWLRQVRIPDQ\DTXDWLFVSHFLHV
$ UHFHQW VWXG\ DOVR DVVHUWV WKDW SRVW¿UH ORJJLQJ GHVWUR\VPXFK
RIZKDWHYHU QDWXUDO WUHH UHJHQHUDWLRQ LV RFFXUULQJ DQG JHQHUDWHV
VLJQL¿FDQWVKRUWWRPLGWHUPLQFUHDVHVLQ¿QHDQGPHGLXPIXHOV
ZKLFKPD\LQFUHDVHWKHUHEXUQSRWHQWLDO7KHVWXG\DOVRDUJXHV
WKDWSRVW¿UHORJJLQJWD[HVWKHSXEOLFWUHDVXU\FLWLQJ2UHJRQ¶V%LV
&DVH6WXG\1RUWK6ORSH6XVWDLQDEOH:RRG//&
)LIWHHQ\HDUVDJR3HWHU6WDUNERXJKWDFUHVRIIRUHVWHGODQGRQWKHRXWVNLUWVRI0LVVRXOD0RQWDQDDEXWWLQJWKH5DWWOHVQDNH0RXQWDLQV
$IWHUWDNLQJDVWDWHVSRQVRUHGZRUNVKRSWKDWWDXJKWSULYDWHODQGRZQHUVWRGHYHORSD³IRUHVWVWHZDUGVKLSSODQ´6WDUNUHDOL]HGWKDWKLVIRUHVWV
ZHUHLQSRRUVKDSH7KH\KDGEHHQFOHDUFXWDERXW\HDUVDJRDQGKDGJURZQEDFNLQDWKLFNPDWRI'RXJODV¿UDQGODUFKWKDWKDGHVFDSHG
PXFKQHHGHGWKLQQLQJ6WDQGGHQVLWLHVZHUHRYHUWUHHVSHUDFUHDQGGHVSLWHEHLQJDERXWDFHQWXU\ROGPRVWWUHHVZHUHRQO\HLJKWLQFKHVLQ
GLDPHWHU7KHJURZWKULQJVLQWKHWUHHVZHUHVRFORVHWRJHWKHUWKDWLWWRRNDPDJQLI\LQJJODVVWRVHHWKHP
:LVKLQJWRUHVWRUHKLVIRUHVW6WDUNHQOLVWHGWKHKHOSRIUHVWRUDWLRQIRUHVWHU0DWW$UQR0DWW$UQRKROGVDGHJUHHLQIRUHVWU\DQGIRXQGHG0RQ
WDQDEDVHG:RRGODQG5HVWRUDWLRQ,QFDWLPEHUFRPSDQ\WKDWKDUYHVWVZLWKWKHJRDORIUHVWRULQJIRUHVWKHDOWK$OWKRXJK$UQRRFFDVLRQDOO\
ZRUNHGRQDEUHDNHYHQEDVLVDFFHSWLQJWKHWKLQQHGORJVDVSD\PHQW6WDUN¶VVWHHSO\JUDGHGODQGGLGQRWDOORZWKLV7KHWZRKHOGRIIIRU\HDUV
VHDUFKLQJIRUDQHFRQRPLFDOXVHIRU6WDUN¶VWLPEHU7KH\IRXQGWKDWXVHZKHQ6WDUNDQGKLVZLIH$P\GHFLGHGWREXLOGDGDQFHVWXGLRDQGRI
¿FH7KHKLJKSULFHRIÀRRULQJUHYHDOHGDSRWHQWLDOXVHIRUWKHLUWKLQQHGODUFKWUHHV$P\6WDUN¶VGDQFHÀRRUEHFDPHWKH¿UVWÀRRUFUHDWHGE\
1RUWK6ORSH6XVWDLQDEOH:RRG//&
7KHFRPSDQ\SURGXFHGVTXDUHIHHWRIVPDOOGLDPHWHUWLPEHUÀRRULQJLQDORQHDQGKDVEHHQLQEXVLQHVVIRUIRXU\HDUV3ULYDWH
ODQGRZQHUVKLUH0DWW$UQRWRUHVWRUHWKHLUIRUHVWV$UQRWKHQVHOOVWKHVHORJVWRDVDZPLOOZKHUHWKH\DUHPDGHLQWRWRQJXHDQGJURRYHÀRRULQJ
6WDUNEX\VWKHVHÀRRUERDUGVDQGLQVWDOOVWKHPIRUKLVFXVWRPHUV
6WDUN¶VDQG$UQR¶VÀRRULQJXVHVDSUHYLRXVO\GLI¿FXOWWRPDUNHWJRRGVPDOOGLDPHWHUWLPEHU7KH\DQWLFLSDWHWKDWWKHUHYHQXHWKH\JHQHUDWH
ZLOODOORZWKHIRUHVWVHUYLFHWRVDYHDOPRVWSHUDFUHLQWUHDWPHQWFRVWVLIWKH\KLUH1RUWK6ORSH6XVWDLQDEOH:RRG//&DQG:RRGODQG5HV
WRUDWLRQ,QFWRSHUIRUPIRUHVWWUHDWPHQWV7KH\IXUWKHUHVWLPDWHWKDWRYHUWKHQH[W\HDUVLIWKH\DUHDZDUGHGD:RRG\%LRPDVV8WLOL]DWLRQ
*UDQWWKURXJKWKH+HDOWK\)RUHVWV5HVWRUDWLRQ$FWWKH\ZLOOEHDEOHWRUHVWRUHDSSUR[LPDWHO\DFUHVRIODQGERWKSXEOLFDQGSULYDWH
$OWKRXJKLWLVUDUHWRFRPHDFURVVEXVLQHVVYHQWXUHVWKDWSUR¿WDEO\XVHVPDOOGLDPHWHUWLPEHUKDUYHVWHGDVSDUWRIIRUHVWUHVWRUDWLRQWKLVDS
SURDFKWRIRUHVWWUHDWPHQWLVZHOOVXLWHGIRUZLOGODQG±XUEDQLQWHUIDFHVEHFDXVHXQOLNHSUHVFULEHGEXUQLQJLWGRHVQRWSRVHDWKUHDWWROLIHDQG
SURSHUW\
6RXUFHV
3HWHU6WDUN³7KH7UHH6OD\HU´2XWVLGH0DJD]LQH$XJXVW
3HWHU6WDUNLQWHUYLHZE\DXWKRU-XO\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
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FXLW)LUHRIDVDQH[DPSOHSRVW¿UHORJJLQJRSHUDWLRQVH[
FHHGHGUHYHQXHE\PLOOLRQ7KHUHIRUHVDOYDJHORJJLQJPLJKW
QRWSURYLGHWKHEHVWORQJWHUPHFRQRPLFDOO\YLDEOHVROXWLRQWRIRU
HVWPDQDJHPHQWLQWKH5RFNLHV
&RQFOXVLRQ
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5HHG)1RVV-HUU\))UDQNOLQ:LOOLDP%DNHU7DQLD6FKRHQQDJHODQG3HWHU%0R\OH
³(FRORJLFDO6FLHQFH5HOHYDQWWR0DQDJHPHQW3ROLFLHVIRU)LUH3URQH)RUHVWVRIWKH:HVW
HUQ8QLWHG6WDWHV([HFXWLYH6XPPDU\´S
$ERXWWKHDXWKRUV%ULDQ+DOOLVDVWXGHQWUHVHDUFKHUZLWKWKH6WDWHRIWKH5RFNLHV3URMHFWDQGDMXQLRU
(FRQRPLFVPDMRUDW&RORUDGR&ROOHJH&KULV-DFNVRQ&RORUDGR&ROOHJHFODVVRILV3URJUDP&RRUGLQDWRUIRU
WKH&RORUDGR&ROOHJH6WDWHRIWKH5RFNLHV3URMHFW
&OFSHZ%FWFMPQNFOUJOUIF3PDLJFT
5FNQFSJOHUIF#PPN"WPJEJOHUIF#VTU
%\%ULDQ+DOODQG&KULV-DFNVRQ
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
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UDQFKHUVUHFUHDWLRQDOXVHUVDQGPXQLFLSDOLWLHV$SDWFKZRUNRI
SULYDWHYHUVXVSXEOLFRZQHUVKLSIXUWKHUFRPSOLFDWHVWKHSURFHVV
RIPRQLWRULQJDQGDFFRPPRGDWLQJLIQRWPLQLPL]LQJWKHVHLP
SDFWVRQODQGZDWHUDQGZLOGOLIH
7KLVVHFWLRQRIWKH 6WDWHRIWKH5RFNLHV5HSRUW&DUG HYDOX
DWHVWKHHQHUJ\ERRPSUHVHQWO\XQGHUZD\LQWKHUHJLRQ)LUVWWKH
SULPDU\IRUFHVRIHQHUJ\VXSSO\DQGGHPDQGDUHUHYLHZHG1H[W
LVDGLVFXVVLRQRIWKHWKHIHGHUDOHQHUJ\OHDVLQJSURFHVVZKLFK
VWURQJO\DIIHFWVWKHORFDWLRQDQGSDFHRIHQHUJ\GHYHORSPHQWLQ
WKH5RFNLHV)LQDOO\WKHVRFLRHFRQRPLFFRVWVDQGEHQH¿WVRIWKH
HQHUJ\ERRPDUHSUHVHQWHG
(QHUJ\6XSSO\'HPDQGDQG,QIUDVWUXFWXUHLQWKH5RFNLHV
7RXQGHUVWDQGWKHFRVWVDQGEHQH¿WVRIWKHFXUUHQW5RFNLHVHQ
HUJ\ERRPLWLVLPSRUWDQWWR¿UVWXQGHUVWDQGLWVRULJLQ7KLVVHF
WLRQH[DPLQHVWKHFXUUHQWHQHUJ\ERRPLQWHUPVRIHQHUJ\GH
PDQGDQGVXSSO\LQIUDVWUXFWXUHVWDWLVWLFVWKHRLODQGJDVOHDVLQJ
SURFHVVDQGWKHSROLWLFDOFOLPDWH
'HPDQGDQG6XSSO\
5LVLQJ86HQHUJ\FRQVXPSWLRQKDVVSXUUHGRLODQGJDVGHYHO
RSPHQWLQWKH:HVW,QRLODQGJDVDFFRXQWHGIRURI
WRWDOHQHUJ\FRQVXPSWLRQLQWKH86 )LJXUHVKRZVWUHQGVLQ
RLODQGJDVFRQVXPSWLRQRYHUWLPHDQGLOOXVWUDWHVWKHULVLQJGH
PDQGIRUHQHUJ\DFRQVHTXHQFHRIDJURZLQJSRSXODWLRQQRWH
WKDWWRWDOHQHUJ\FRQVXPSWLRQSHUKRXVHKROGDFWXDOO\IHOOIURP
PLOOLRQ%78LQWRPLOOLRQ%78LQ 'RPHV
WLFFRQVXPSWLRQRIQDWXUDOJDVDQGRLOKDVULVHQIURPTXDGULO
OLRQ%78VLQWRTXDGULOOLRQ%78VLQ 7RPHHW
WKHJURZLQJGHPDQG WKH86KDVGHYHORSHGGRPHVWLFQDWXUDO
UHVRXUFHVDQGLPSRUWVRLODQGJDVIURPRWKHUFRXQWULHV,Q
GRPHVWLFSURGXFWLRQVDWLV¿HGRIWRWDO86RLOFRQVXPSWLRQ
DQGRIQDWXUDOJDVFRQVXPSWLRQ:LWKDJURZLQJSRSXOD
WLRQ86 HQHUJ\GHPDQGZLOO OLNHO\ QRW GLPLQLVK LQ WKH QHDU
IXWXUHDQGZLOOVSXUDGGLWLRQDOGRPHVWLFSURGXFWLRQ
'RPHVWLF RLO SURGXFWLRQ KDV GHFOLQHG VLQFH SHDN SURGXFWLRQ
LQDVVRFLDWHGZLWKOLPLWHGRLOUHVHUYHVWKHHFRQRPLFVRI
GHYHORSLQJPDUJLQDOZHOOVDQGGHYHORSPHQWUHVWULFWLRQVLQHQ
YLURQPHQWDOO\VHQVLWLYHDUHDV HJRIIVKRUHDUHDVDQGZLOGOLIH
UHVHUYHV,QWKH86SURGXFHGPLOOLRQEDUUHOVRIRLOSHU
GD\GRZQVLQFHWKHSHDN 2LOSURGXFWLRQLQWKH5RFN
LHVKDVDOVRGHFOLQHGWKRXJKQRWDWWKHQDWLRQDOUDWH,QWKH
5RFNLHVSURGXFHGEDUUHOVRIRLOSHUGD\URXJKO\RI
QDWLRQDOSURGXFWLRQ)LJXUH:LWKLQWKH5RFNLHV1HZ0H[LFR
OHG LQ RLO SURGXFWLRQ LQ  IROORZHG E\:\RPLQJ0RQWDQD
&RORUDGR$UL]RQD1HYDGDDQG,GDKR)LJXUH7KHWRSWKUHH
RLOSURGXFLQJFRXQWLHVLQWKH5RFNLHVDUH5LFKODQG&RXQW\0RQ
WDQD:LOOLVWRQ%DVLQ:HOG&RXQW\&RORUDGR'HQYHU%DVLQDQG
'XFKHVQH&RXQW\8WDK8LQWDK%DVLQ)LJXUHDQG7DEOHVKRZ
WKH WRS WHQ RLO SURGXFLQJ FRXQWLHV LQ5RFNLHV5HJLRQ1RWH WKDW
EHFDXVHRIGDWDDYDLODELOLW\WKHVH¿JXUHVH[FOXGHFRXQWLHVLQWKH
KLJKO\SURGXFWLYH3HUPLDQ%DVLQLQVRXWKHDVWHUQ1HZ0H[LFR   
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)LJXUH
5RFNLHV2LO3URGXFWLRQE\6WDWH
6RXUFH (QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ
)LJXUH
2LO3URGXFWLRQE\&HQVXV5HJLRQ
6RXUFH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7RWDO86(QHUJ\&RQVXPSWLRQE\6RXUFH
WR
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3DUN
)UHPRQW
6ZHHWZDWHU
:HOG
8LQWDK
6XEOHWWH
&DPSEHOO
&RQYHUVH
*DUILHOG
'XFKHVQH
5LR%ODQFR
6HYLHU
)DOORQ
5LFKODQG
/HJHQG
2LO3URGXFWLRQEDUUHOV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8QOLNHRLOSURGXFWLRQGRPHVWLFQDWXUDOJDVSURGXFWLRQLVVLJQL¿
FDQWO\LQFUHDVLQJ)LJXUH,QWKH5RFNLHVVWDWHVSURGXFHG
WULOOLRQFXELFIHHW7FIRIQDWXUDOJDVDFFRXQWLQJIRURI
WRWDO86SURGXFWLRQ 7KH5RFNLHV¶VKDUHRIWRWDO86SURGXFWLRQ
KDVEHHQVWHDGLO\JURZLQJRYHU WKH ODVW\HDUV )LJXUH5H
WXUQLQJWR)LJXUH:\RPLQJOHGLQQDWXUDOJDVSURGXFWLRQDPRQJ
5RFNLHVVWDWHVLQIROORZHGE\1HZ0H[LFR&RORUDGR8WDK
0RQWDQD1HYDGDDQG,GDKR7KHWRSWKUHHQDWXUDOJDVSURGXF
LQJ FRXQWLHV LQ WKH5RFNLHV DUH 6XEOHWWH &RXQW\:\RPLQJ -R
QDK)LHOG LQ WKH*UHHQ5LYHU%DVLQ*DU¿HOG&RXQW\&RORUDGR
3LFHDQFH%DVLQDQG8LQWDK&RXQW\8WDK8LQWDK%DVLQ)LJXUH
DQG7DEOHVKRZWKHWRSFRXQWLHVSURGXFLQJQDWXUDOJDVLQ
WKH5RFNLHVLQ7KHVHQDWXUDOJDVVWDWLVWLFVFOHDUO\VKRZWKH
JURZLQJ LPSRUWDQFH RI:HVWHUQ VWDWHV DV D QDWLRQDO HQHUJ\ VXS
SOLHU
(QHUJ\,QIUDVWUXFWXUHLQWKH5RFNLHV
([DPLQLQJWKHGLVWULEXWLRQRIWKHRLODQGJDVLQIUDVWUXFWXUHLOOXV
WUDWHVWKHPDJQLWXGHRIWKH5RFNLHV¶HQHUJ\ERRPDQGKLJKOLJKWV
WKH DUHDV H[SHULHQFLQJ WKHPRVW GHYHORSPHQW DFWLYLW\ )LJXUHV 
DQGVKRZWKHORFDWLRQVRIRLODQGJDVIDFLOLWLHVDQGSLSHOLQHVDQG
HOHFWULFIDFLOLWLHVDQGWUDQVPLVVLRQOLQHVUHVSHFWLYHO\7KLVZHERI
HQHUJ\ FRQYH\DQFH LV WRR RIWHQ ³RXW RI VLJKW ± RXW RIPLQG´ WR
FDVXDOREVHUYHUVEXWWRWKHUHVLGHQWVRIDQHQHUJ\ULFKUHJLRQOLNH
WKH5RFNLHVWKHLPSDFWVRIHQHUJ\GHYHORSPHQWDQGWUDQVPLVVLRQ
DUHVLJQL¿FDQW
/RRNLQJGHHSHULQWRRLODQGQDWXUDOJDVIDFLOLWLHVZHOOORFDWLRQVDQG
SURGXFWLRQIXUWKHUUHÀHFWHQHUJ\GHYHORSPHQWLQWKH:HVW)LJXUH
VKRZVWKH GHQVLW\RIZHOOV LQ WKH5RFNLHV LQ)LJXUH
GHSLFWVWKH KLVWRULFDORLODQGJDVZHOOORFDWLRQVLQWKH:HVWDQGWKH
DSSDUHQWSHDNLQWKHHQHUJ\GHYHORSPHQWERRPLQWKHVDQG
HDUO\V+HLJKWHQHGHQHUJ\DFWLYLW\LVDOVRGHPRQVWUDWHGE\WKH
UHFHQWFUHDWLRQRIQHZZHOOV%HWZHHQDQGWKHQXPEHU
RISURGXFLQJQDWXUDOJDVZHOOVLQWKH5RFNLHVJUHZ,Q
WKHQXPEHURIQDWXUDOJDVZHOOVLQWKH5RFNLHVUHSUHVHQWHGRI
ZHOOVQDWLRQZLGHXSIURPLQDQGLQ
7KH(QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ(,$IRUHFDVWVFRQWLQXHG
JURZWKLQWKHGHPDQGIRURLODQGJDVLQWKH8QLWHG6WDWHV$FFRUG
LQJWRWKH(,$¶V$QQXDO(QHUJ\2XWORRNIRUFRQVXPSWLRQRI
RLODQGQDWXUDOJDVLVVODWHGWRJURZE\DQGDOPRVW
E\,QFUHVDHGGRPHVWLFSURGXFWLRQZLOOVDWLVI\DODUJHSRU
WLRQRIJURZLQJGRPHVWLFGHPDQG7KH(,$SUHGLFWVWKDWQDWXUDO
JDVSURGXFWLRQIURPWKH5RFN\0RXQWDLQ5HJLRQZLOOJURZIDVWHU
WKDQWKDWLQDQ\RWKHUUHJLRQRIWKHFRQWLJXRXV86JURZLQJE\
WULOOLRQFXELFIHHWDQQXDOO\E\)LJXUH$FFRUGLQJWR
WKH(,$WKH5RFNLHVZLOOEHUHVSRQVLEOHIRURIDOOGRPHVWLF
QDWXUDOJDVSURGXFWLRQLQWKHORZHUVWDWHVE\
7KHGDWDDQG¿JXUHVSUHVHQWHGDERYHUHJDUGLQJYROXPHDQGLQIUD
VWUXFWXUHLOOXVWUDWHWKHPDJQLWXGHDQGORFDWLRQRIHQHUJ\GHYHORS
PHQWLQWKH:HVW,WLVFOHDUWKDWWKH:HVWLVDQGZLOOFRQWLQXHWREH
DYLWDOVRXUFHRIHQHUJ\7KHIROORZLQJVHFWLRQH[DPLQHVZK\WKLV
UHJLRQ LVDSULPH ORFDWLRQ IRUHQHUJ\GHYHORSPHQW LQ WKH8QLWHG
6WDWHV
7KH/HDVLQJ3URFHVVDQG)HGHUDO(QHUJ\3ROLF\
7KHIHGHUDOJRYHUQPHQWRZQVRIWKHHLJKWVWDWH5RFNLHV5H
JLRQ 7KH%XUHDX RI/DQG0DQDJHPHQW %/0PDQDJHV IHG
HUDO ODQGV DQGPLQHUDOV LQFOXGLQJ IHGHUDOPLQHUDO ULJKWV RQ SUL
YDWH ODQGV7KH\ GLUHFWO\ RYHUVHH PLOOLRQ VXUIDFH DFUHV DQG
PLOOLRQDFUHVRIVXEVXUIDFHPLQHUDOULJKWV $FFHVVWRWKHVH
IHGHUDOODQGVIRURLODQGJDVSURGXFWLRQLVREWDLQHGWKURXJKHQHUJ\
&RXQW\6WDWH %DUUHOV
WRWDO
5LFKODQG07 
:HOG&2 
'XFKHVQH87 
6XEOHWWH:< 
8LQWDK87 
&DPSEHOO:< 
3DUN:< 
)DOORQ07 
6HYLHU87 
6ZHHWZDWHU:< 
7DEOH
7RS7HQ2LO3URGXFLQJ&RXQWLHVLQWKH5RFNLHV
,QFOXGHVGDWDVXSSOLHGE\3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&&RS\ULJKW
3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&6SHFLDOWKDQNVWR&DURO+XGVRQRI,+6(QHUJ\
)LJXUH
7RS2LO3URGXFLQJ&RXQWLHVLQWKH5RFNLHV
,QFOXGHVGDWDVXSSOLHGE\3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&&RS\ULJKW3HWUROHXP
,QIRUPDWLRQ'ZLJKWV //& 6SHFLDO WKDQNV WR &DURO +XGVRQ RI ,+6 (QHUJ\
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)LJXUH
5RFNLHV1DWXUDO*DV3URGXFWLRQDVD6KDUHRI863URGXFWLRQ
6RXUFH(QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ
 
5RFNLHV5RFNLHV
5HVWRI86 5HVWRI86 5HVWRI86 5HVWRI86
OHDVHVDOORZLQJSULYDWHFRPSDQLHV WRGHYHORS WKHPLQHUDO ULJKWV
IRUGHFDGHV7KHOHDVLQJSURFHVVEHJLQVZLWKDUHVRXUFHPDQDJH
PHQWSODQ503ZKLFKGHWHUPLQHVWKHDUHDVDYDLODEOHIRURLODQG
JDVOHDVLQJ7KHOHDVHVDOHVDUHGRQHRQDTXDUWHUO\EDVLVDQGWKH
%/0PXVWSRVWDQRWLFHGD\VSULRUWRWKHVDOH'XULQJWKLVWLPH
DSXEOLFFRPPHQWSHULRGFDQDIIHFWWKHOHDVLQJRISDUWLFXODUWUDFWV
7KHVDOHLVFRQGXFWHGE\DFORVHGELGV\VWHPZLWKVRPHSURPLVLQJ
WUDFWVJRLQJIRUVHYHUDOWKRXVDQGGROODUVSHUDFUH,IWKHUHDUHSUR
WHVWVUHJDUGLQJDSDUFHOWKHVDOHLVSRVWSRQHGXQWLOWKHVWDWHGLUHFWRU
LVVXHVDUXOLQJ7KHGXUDWLRQRIDOHDVHLV\HDUVDOWKRXJKWKH
OHDVHRZQHUFDQDSSHDODQGDVNWKDWWKHOHDVHEHH[WHQGHGLIWKH\
KDYHEHHQXQDEOHWRGHYHORSWKHUHVRXUFH,IWKHZHOOLVSURGXFLQJ
WKHOHDVHODVWVXQWLOSURGXFWLRQLVFRPSOHWH
&XUUHQW86HQHUJ\SROLF\UHÀHFWVDGHVLUH WR LQFUHDVHGRPHVWLF
SURGXFWLRQSDUWLFXODUO\LQWKH:HVW+LJKRLOSULFHVUHVXOWLQJIURP
VXSSO\UHVWULFWLRQVDQGSULFHSROLFLHVLQVWLWXWHGE\0LGGOH(DVWHUQ
RLOSURGXFLQJVWDWHVDQGLQFUHDVLQJJOREDOGHPDQGOHGWRWKHV
RLOFULVLVDQGDVVRFLDWHGERRPLQGRPHVWLFSURGXFWLRQ'RPHVWLF
H[SORUDWLRQKDVFRQWLQXHGWRLQFUHDVHVLQFHWKHVLQUHVSRQVH
WRFRQFHUQVRYHUGHSHQGHQFHRQIRUHLJQRLOSROLWLFDOLQVWDELOLW\LQ
RLOSURGXFLQJ VWDWHV DQG LQFUHDVHG HQHUJ\ GHPDQGV IURPGHYHO
RSLQJFRXQWULHV6XFKFRQFHUQV DUH UHÀHFWHG LQ WKH(QHUJ\
3ROLF\$FWZKLFKH[SHGLWHVWKHOHDVLQJSURFHVVDQGHDVHVUHJXOD
WLRQVLQ:HVWHUQVWDWHVWKURXJKWKH³ZHVWHUQVWDWHVSLORWSURJUDP´
7KLVSURJUDPHVWDEOLVKHV¿HOGRI¿FHVLQ¿YH5RFNLHVVWDWHV&ROR
UDGR0RQWDQD1HZ0H[LFR8WDKDQG:\RPLQJ WRVWUHDPOLQH
WKHOHDVLQJDQGSHUPLWWLQJSURFHVVWRKDQGOHWKHJURZLQJYROXPH
RISHUPLWUHTXHVWV,QKHUVWDWHPHQWEHIRUHWKH+RXVH$SSURSULD
WLRQV6XEFRPPLWWHHRQ(QHUJ\DQG:DWHU'HYHORSPHQWRQ0DUFK
WKHQ6HFUHWDU\RIWKH,QWHULRU*DOH1RUWRQVWDWHG
7KH%/0LVH[SHULHQFLQJDVWHDG\LQFUHDVHLQWKHGHPDQG
IRUGULOOLQJSHUPLWV7RDGGUHVVWKLVGHPDQG%/0KDV
WDNHQ VWHSV WR HQVXUH WKDW GULOOLQJ SHUPLW DSSOLFDWLRQV
DUHSURFHVVHGSURPSWO\ZKLOHDWWKHVDPHWLPHHQVXULQJ
WKDWHQYLURQPHQWDOSURWHFWLRQVDUHIXOO\DGGUHVVHG7KHVH
PHDVXUHV DORQJ ZLWK LQFUHDVHG IXQGLQJ KDYH DOORZHG
%/0WRPDNHVLJQL¿FDQWSURJUHVVLQDFWLQJRQSHUPLWDS
SOLFDWLRQV ,Q%/0SURFHVVHGDSSOLFDWLRQV
QHDUO\PRUHWKDQLWZDVDEOHWRSURFHVVLQ
6HFWLRQRIWKH(QHUJ\3ROLF\$FWHVWDEOLVKHGDSLORW
SURJUDPDWVHYHQ%/0¿HOGRI¿FHVWKDWFXUUHQWO\KDQGOH
)LJXUH
86DQG5RFNLHV6WDWHV1DWXUDO*DV3URGXFWLRQ %LOOLRQV RI&XELF)HHW
6RXUFH (QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ
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&DUERQ
6ZHHWZDWHU
:HOG
8LQWDK
5LR$UULED
6XEOHWWH
6DQ-XDQ
&DPSEHOO
*DUILHOG
/HJHQG
*DV3URGXFWLRQ0&)

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SHUFHQWRI WKHGULOOLQJSHUPLWDSSOLFDWLRQZRUNORDG
7KHSLORWSURJUDPLVWHVWLQJQHZPDQDJHPHQWVWUDWHJLHV
GHVLJQHGWRIXUWKHULPSURYHWKHHI¿FLHQF\RISURFHVVLQJ
SHUPLWDSSOLFDWLRQV7KH(QHUJ\3ROLF\$FWSURYLGHVHQ
KDQFHGIXQGLQJIRUWKHSLORWRI¿FHVIURPRLODQGJDVUHQW
DOUHFHLSWV:LWKPRUHHI¿FLHQWSURFHVVHVDQGDXWKRULWLHV
DQGIXQGLQJSURYLGHGWKURXJK6HFWLRQ%/0FXUUHQW
O\DQWLFLSDWHVSURFHVVLQJSHUPLWVLQ
7KHVSHFL¿FLQWHUHVWLQWKH5RFNLHV5HJLRQUHÀHFWVERWKJHRORJ\
DQGSROLWLFV&XUUHQWO\RIWRWDOSURYHQRLOUHVHUYHV DQG
RISURYHQQDWXUDOJDVUHVHUYHVDUH LQ WKHHLJKWVWDWH5RFNLHV5H
JLRQ ,QDGGLWLRQWRWKHVHUHVRXUFHVWKH5RFNLHVVWDWHVDUHDOVR
SROLWLFDOO\DSSHDOLQJDVIHGHUDOODQGRZQHUVKLSHDVHVWKHOHDVLQJ
DQG H[WUDFWLRQ SURFHVVHV )RU H[DPSOH QDWXUDO JDV GHYHORSPHQW
LQ:\RPLQJLVDVVLVWHGE\WKHWRWDOIHGHUDOODQGRZQHUVKLS
LQ WKDW VWDWH$V QRWHG E\'XDQH=DYDGLO WKH YLFH SUHVLGHQW IRU
JRYHUQPHQWDQGUHJXODWRU\DIIDLUVRIWKH%LOO%DUUHWW&RUSRUDWLRQ
DQRLODQGJDVH[SORUDWLRQDQGGHYHORSPHQWFRPSDQ\RSHUDWLQJLQ
WKH5RFNLHV5HJLRQSROLWLFDOSRZHUDQGHQHUJ\FRQVXPSWLRQYDU\
JHRJUDSKLFDOO\
7KHUH DUH IXQGDPHQWDO UHDVRQV IRU VXSSRUWLQJ SURGXF
WLRQJURZWKLQWKH:HVW5HVHUYHVKHUHDUHUHODWLYHO\XQ
WDSSHGDQGPDQ\PRUHKHDYLO\SRSXODWHGDQGWKHUHIRUH
SROLWLFDOO\LQÀXHQWLDOVWDWHVDUHH[SRUWLQJWKHFKDOOHQJHV
SRVHGE\HQHUJ\SURGXFWLRQWRWKH5RFNLHV)ORULGDDQG
&DOLIRUQLDFROOHFWLYHO\FRQVXPHSHUFHQWRIWKHQDWLRQ¶V
QDWXUDO JDV \HW WKH\ SURKLELW RIIVKRUH H[SORUDWLRQ DQG
VHYHUHO\OLPLWRWKHURLODQGJDVDFWLYLWLHV
7KLVTXRWHVXSSRUWVWKHLGHDWKDWWKH:HVWLVDQ³LQODQGFRORQ\´RI
WKH86ZKHUHQDWXUDOUHVRXUFHVDUHH[WUDFWHGZLWKOLWWOHSROLWLFDO
RSSRVLWLRQDQGWKHQVHQWWRODUJHUPDUNHWVWRWKHHDVWDQGZHVW7KH
UHFLSLHQW UHJLRQV VHHN WR OLPLWGHYHORSPHQWRI WKHLURZQQDWXUDO
UHVRXUFHV DQG DYRLG WKH HQVXLQJ HQYLURQPHQWDO LPSDFWV)HGHUDO
SROLFLHV SURPRWLQJ HQHUJ\ GHYHORSPHQW KDYH D GLVSURSRUWLRQDWH
LPSDFWRQWKH5RFNLHVZKHUHQDWXUDOUHVRXUFHVDUHDEXQGDQWDQG
WKHIHGHUDOJRYHUQPHQWUHWDLQVFRQWURO
)HGHUDO SROLF\ PXVW EDODQFH HQHUJ\ LQGHSHQGHQFH DQG WKH FRQ
VHTXHQFHV RI GRPHVWLF SURGXFWLRQ 6LPLODUO\ ORFDO JRYHUQPHQWV
PXVWDOVRZHLJKWKHFRVWVDQGEHQH¿WVRIRLODQGJDVGHYHORSPHQW
OHVWDERRPTXLFNO\WXUQWRDEXVW
%HQH¿WVRI2LODQG*DV3URGXFWLRQ
7KH EHQH¿WV RI HQHUJ\ SURGXFWLRQ DSSHDU VWUDLJKWIRUZDUG LQ
FUHDVHGWD[UHYHQXHVDQGHFRQRPLFYLWDOLW\LQFOXGLQJORZHUXQHP
&RXQW\6WDWH 7KRXVDQGVRI
&XELF)HHW
6XEOHWWH:< 
*DU¿HOG&2 
8LQWDK87 
6DQ-XDQ10 
&DPSEHOO:< 
6ZHHWZDWHU:< 
:HOG&2 
5LR$UULED10 
)UHPRQW:< 
&DUERQ:< 
7DEOH
7RS1DWXUDO*DV3URGXFLQJ&RXQWLHVLQWKH5RFNLHV
7KRXVDQGVRI&XELF)HHW
,QFOXGHVGDWDVXSSOLHGE\3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&&RS\ULJKW
3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&6SHFLDOWKDQNVWR&DURO+XGVRQRI,+6(QHUJ\
)LJXUH
5RFNLHV*DV3URGXFWLRQE\&RXQW\
7KRXVDQGVRI&XELF)HHW
,QFOXGHVGDWDVXSSOLHGE\3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&&RS\ULJKW
3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&6SHFLDOWKDQNVWR&DURO+XGVRQRI,+6(QHUJ\
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3RZGHU5LYHU
%DVLQ
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6DQ-XDQ%DVLQ
8LQWD3LFHDQFH
%DVLQ
%LJ+RUQ%DVLQ
:LQG5LYHU%DVLQ
:\RPLQJ7KUXVW%HOW
/HJHQG
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 3RZHU3ODQWV
 +\GURHOHFWULF)DFLOLWLHV
7UDQVPLVVLRQ/LQHV
/HJHQG
2LODQG*DV)DFLOLWLHV
1DWXUDO*DV3LSHOLQHV
&UXGH2LO3LSHOLQHV
)LJXUH
5RFNLHV2LODQG*DV3URYLQFHV:HOO'HQVLW\
6RXUFH ,QIUDVWUXFWXUH GDWDJHQHURXVO\SURYLGHGE\3HQQ:HOO3HWUROHXP*URXS
SOR\PHQWDQGUDSLGMREJURZWK'HYHORSPHQWLQWKHHQHUJ\LQGXV
WU\ULSSOHVWKURXJKRWKHUHFRQRPLFVHFWRUVLQZKDWLVNQRZQDVWKH
³ORFDOPXOWLSOLHUHIIHFW´:RUNHUVUHTXLUHKRXVLQJURDGVJURFHULHV
HQWHUWDLQPHQWDQGRWKHUJRRGVDQGVHUYLFHV7KLVGHPDQGFUHDWHV
QHZMREVDQGORFDOEXVLQHVVHVDQGLQFUHDVHVZDJHVDFURVVPDQ\
LQGXVWULHVLQDGGLWLRQWRUDLVLQJVDOHVWD[UHYHQXHV(QHUJ\GHYHO
RSPHQW SURYLGHV DQ HFRQRPLFZLQGIDOO WKDW FDQ ERRVW HFRQRPLF
YLWDOLW\LQUXUDOFRPPXQLWLHVWKURXJKRXWWKH:HVW
$FTXLVLWLRQDQG$OORFDWLRQRI/HDVHDQG7D[5HYHQXHV
,QFUHDVHG UHYHQXH IURPIHGHUDO UR\DOWLHVDQG OHDVH UHQWV DVZHOO
DV VWDWH WD[HV DUH RWKHU YLVLEOH EHQH¿WV RI HQHUJ\ GHYHORSPHQW
7KHPLQHUDO UR\DOWLHV FROOHFWHG E\ WKH IHGHUDO JRYHUQPHQWZHUH
HVWDEOLVKHGE\WKH0LQHUDO/HDVLQJ$FWDQGHTXDORI
WKH LQFRPH JHQHUDWHG IURP UHVRXUFH H[WUDFWLRQ RQ IHGHUDO ODQGV
5R\DOWLHVDUHGLVWULEXWHGDFFRUGLQJ WR WKH IROORZLQJ IRUPXOD WKH
VWDWHZKHUHWKHUHVRXUFHZDVH[WUDFWHGUHFHLYHVWKH%XUHDX
RI5HFODPDWLRQUHFHLYHVDQGWKH867UHDVXU\UHFHLYHV
7KH FROOHFWLRQ DQGGLVWULEXWLRQRI UR\DOW\ UHYHQXHV LV SHUIRUPHG
E\WKH0LQHUDOV0DQDJHPHQW6HUYLFH006 )URP2FWREHU
WR6HSWHPEHUIHGHUDOUHYHQXHIURPHQHUJ\UR\DOWLHV
UHDFKHGELOOLRQ1DWXUDOJDVDQGRLOUR\DOWLHVFRQVWLWXWHG
DQGRIWRWDOUR\DOW\UHYHQXHVUHVSHFWLYHO\
5HQWDOIHHVDUHDVVHVVHGIRUWKHXVHRIIHGHUDOODQG$VSUHYLRXVO\
VWDWHGPLQHUDOOHDVHVDUHGLVWULEXWHGE\DXFWLRQ5HQWVDUHSDLGE\
WKHOHDVHKROGHUXQWLOWKHOHDVHLVLQSURGXFWLRQ,QDGGLWLRQWKHVXF
FHVVIXOELGGHUIRUDPLQHUDOOHDVHSD\VD³ERQXV´IHHWRWKHIHGHUDO
JRYHUQPHQW+DOIRIWKHUHQWDOUHYHQXHVDUHDOORFDWHGWRWKHVWDWH
ZKHUHWKHODQGLVORFDWHGZKLOHWKHRWKHUKDOIUHWXUQVWRDUHVWULFW
)LJXUH
5RFNLHV2LODQG*DV,QIUDVWUXFWXUH
6RXUFH ,QIUDVWUXFWXUH GDWDJHQHURXVO\SURYLGHGE\3HQQ:HOO3HWUROHXP*URXS
)LJXUH 
5RFNLHV(OHFWULF3RZHU,QIUDVWUXFWXUH
6RXUFH ,QIUDVWUXFWXUH GDWDJHQHURXVO\SURYLGHGE\3HQQ:HOO3HWUROHXP*URXS
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+LVWRULFDO2LODQG*DV/RFDWLRQVLQWKH5RFNLHV
6RXUFH ,QFOXGHVGDWDVXSSOLHGE\3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&&RS\ULJKW
3HWUROHXP,QIRUPDWLRQ'ZLJKWV//&6SHFLDOWKDQNVWR&DURO+XGVRQRI,+6(QHUJ\

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   'ULF #OAST
   .ORTHEAST
)LJXUH
+LVWRULFDODQG3URMHFWHG1DWXUDO*DV3URGXFWLRQE\5HJLRQ
6RXUFH (QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ$QQXDO(QHUJ\2XWORRN
   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1RWHWKH3HUPLDQ%DVLQFRXQWLHVDUHQRWLQFOXGHGLQWKLVDVVHVVPHQW&KDYHV (GG\/HDDQG5RRVHYHOW&RXQWLHV
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
HG%/0IXQG7KHGLUHFWRURI WKH%/0FDQ WKHQFKRRVH WR
WUDQVIHUWKHPRQH\LQWKHIXQGEXWRQO\WRRWKHUJRYHUQPHQWDO
DJHQFLHVWKDWDUHLQYROYHGLQWKH³FRRUGLQDWLRQDQGSURFHVVLQJ
RI´RLODQGJDVSHUPLWV ,QUHYHQXHVIURPUHQWDOIHHV
ERQXVIHHVDQGRWKHUIHHVWRWDOHGRYHUELOOLRQ
7KH006 FROOHFWHG  ELOOLRQ LQ FRPELQHG UR\DOW\ DQG
UHQWUHYHQXHVIURP2FWREHUWR6HSWHPEHU
2IWKLVWKHJRYHUQPHQWSDLGELOOLRQWRVWDWHVIRUWKHLU
VKDUHRIWKHIHGHUDOUHYHQXHV:\RPLQJOHGWKHQDWLRQLQUR\
DOW\UHFHLSWVZLWKMXVWRYHURQHELOOLRQGROODUV5RFNLHVVWDWHV
DFFRXQWHGIRURI WRWDO UHFHLSWV DVH[SHFWHGIURPWKH
ODUJHSURSRUWLRQRIIHGHUDOODQGDQGWKHDFWLYHRLODQGJDVGH
YHORSPHQWLQWKHUHJLRQ
6WDWHVFDQDOVROHY\DVHYHUDQFHWD[VHSDUDWHIURPUR\DOW\DQG
OHDVH UHQWDO UHYHQXHV 6HYHUDQFH WD[HV DUH DVVHVVPHQWV RQ
FRUSRUDWHUHYHQXHJHQHUDWHGIURPQDWXUDOUHVRXUFHH[WUDFWLRQ
DQGWKHVHWD[HVFDQEHDSSOLHGWRPLQHUDOVZKHWKHUWKHODQGLV
IHGHUDOO\RUSULYDWHO\RZQHG5HYHQXHVIURPDVHYHUDQFHWD[
UHPDLQLQWKHVWDWH 6WDWHVKDYHWKHDXWKRULW\WRDOORFDWHWKH
IXQGVZKHUHYHUWKH\VHH¿WPRVWVWDWHVDOORFDWHIXQGVZLWKLQ
WKH FRXQWLHV ZKHUH WKH UHVRXUFH LV SURGXFHG )RU H[DPSOH
*DU¿HOG&RXQW\&RORUDGRUHFHLYHVRYHURILWVUHYHQXHV
IURPVHYHUDQFH WD[ UHYHQXHV 6WDWH UHYHQXHV IURPIHGHUDO
UR\DOWLHVDQGVWDWHVHYHUDQFHWD[HVUHSUHVHQWDODUJHDQGWDQ
JLEOHEHQH¿W WR HQHUJ\GHYHORSPHQW IRUPDQ\ UHPRWH UXUDO
DUHDVZLWKOLPLWHGWD[UHYHQXHV
&RVWVRI2LODQG*DV3URGXFWLRQ
7KHFRVWVRIHQHUJ\GHYHORSPHQWDUHPRUHGLI¿FXOW WR LGHQ
WLI\DQGTXDQWLI\%RRPWRZQVDQGWKHFKDUDFWHULVWLFLQÀX[RI
SHRSOHDQGPRQH\LQFOXGHDYDULHW\RIVRFLRHFRQRPLFGLVUXS
WLRQV VRPHWLPHV FROOHFWLYHO\ UHIHUUHG WR DV WKH ³ERRPWRZQ
V\QGURPH´ RU ³*LOOHWWH V\QGURPH´ DIWHU WKH HQHUJ\ ERRP
WRZQH[SHULHQFHRI*LOOHWWH:\RPLQJ7KHVHLQFOXGHVWUDLQV
RQWKHORFDOLQIUDVWUXFWXUHDQGZRUNIRUFHLQFUHDVHGLQFULPH
DQGGUXJXVHKHDOWKKD]DUGVKRXVLQJVKRUWDJHVKLJKKRXV
LQJFRVWV DQGHFRQRPLFYXOQHUDELOLW\$UH WKHVHGLVUXSWLRQV
DQHFGRWDORUVXSSRUWHGE\VRFLRHFRQRPLFGDWD"7DEOHVDQG
VKRZWKHWRSRLODQGJDVSURGXFLQJFRXQWLHVDQGGDWDRQWKHLU
YLROHQWFULPHXQHPSOR\PHQWPHGLDQKRXVLQJUHQWDQGUHQW
DVDSHUFHQWDJHRILQFRPH$OWKRXJKDIHZRIWKHVHFRXQWLHV
IROORZWKHSUHGLFWHGLPSDFWVRIKLJKFULPHDQGKLJKKRXVLQJ
FRVWVDVLJQL¿FDQWFRUUHODWLRQGRHVQRWH[LVWEHWZHHQHQHUJ\
GHYHORSPHQW DQG WKHVH VRFLRHFRQRPLF LQGLFDWRUV 7KHUH
IRUHWKHSRVLWLYHHFRQRPLFEHQH¿WVOLNHO\RXWZHLJKDQ\QHJDWLYH
LPSDFWVRQ WKH ORFDO LQIUDVWUXFWXUHRU VRFLDO IDEULF KDUGZRUNLQJ
SHRSOHDUHSURYLGLQJQHZHFRQRPLFDQGVRFLDOYLWDOLW\WR:HVWHUQ
WRZQVDIDUOHVVLQWULJXLQJVWRU\WKDQUDPSDQWGUXJXVHRUYLROHQW
FULPLQDOV
+RZHYHU RQHPXVW DOVR FRQVLGHU VSHFL¿F FDVH VWXGLHV WR JDLQ D
FOHDUHUXQGHUVWDQGLQJRIHQHUJ\GHYHORSPHQWLQWKH:HVW7KHIRO
ORZLQJLVDPRUHGHWDLOHGH[DPLQDWLRQRIWKHVRFLRHFRQRPLFLP
SDFWVREVHUYHGLQ:HVWHUQHQHUJ\ERRPWRZQV
'HPDQGRQD/LPLWHG,QIUDVWUXFWXUHDQG:RUNIRUFH
6PDOOFRPPXQLWLHVDUHRIWHQXQSUHSDUHGWRDFFRPPRGDWHWKHUDS
LGSRSXODWLRQLQFUHDVHDVVRFLDWHGZLWKDQHQHUJ\ERRP'HWHQWLRQ
&RXQW\6WDWH 5HSRUWHG
9LROHQW&ULPHV

8QHPSOR\PHQW

0HGLDQ5HQW
PRQWKO\&RVWRI
DEHGURRPDSW

5HQWDV
3HUFHQWRI,Q
FRPH
5LFKODQG07 QRWUHSRUWHG   
)DOORQ07    
:HOG&2    
'XFKHVQH87    
6XEOHWWH:<    
8LQWDK87    
&DPSEHOO:<    
3DUN:<    
6HYLHU87    
6ZHHWZDWHU:<    
5RFNLHV5HJLRQ
&RXQW\$YHUDJH
   
&RXQW\6WDWH 5HSRUWHG9L
ROHQW&ULPHV

8QHPSOR\PHQW

0HGLDQ5HQW
PRQWKO\&RVWRI
DEHGURRPDSW

5HQWDV
3HUFHQWRI
,QFRPH

6XEOHWWH:<    
*DU¿HOG&2    
8LQWDK87    
6DQ-XDQ10    
&DPSEHOO:<    
6ZHHWZDWHU:<    
:HOG&2    
5LR$UULED10 QRWUHSRUWHG   
)UHPRQW:<    
&DUERQ:<    
5RFNLHV5HJLRQ
&RXQW\$YHUDJH
   
7DEOH 
9LROHQW&ULPH8QHPSOR\PHQW0HGLDQ5HQWDQG5HQWDV
D3HUFHQWRI,QFRPHLQWKH7RS1DWXUDO*DV3URGXFLQJ
&RXQWLHVLQWKH5RFNLHVLQ
7DEOH
9LROHQW&ULPH8QHPSOR\PHQW0HGLDQ5HQWDQG5HQWDVD
3HUFHQWRI,QFRPHLQWKH7RS2LO3URGXFLQJ&RXQWLHVLQWKH
5RFNLHVLQ
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IDFLOLWLHV QHHGPRUH FHOOV KHDOWK FDUH IDFLOLWLHV QHHGPRUH EHGV
VFKRROVQHHGPRUHFODVVURRPVDQGWHDFKHUVDQGURDGVQHHGPRUH
ODQHV)RUH[DPSOHLQ3LQHGDOH:\RPLQJWKHVFKRROKDVVHHQD
±SHUFHQWLQFUHDVHLQHQUROOPHQWRYHUWKHODVWIHZ\HDUVZKLFK
KDVEHHQGLI¿FXOWIRUWKHVPDOOVFKRROGLVWULFWWRDEVRUE 9HKLFOH
WUDI¿FLVDQRWKHUHDVLO\LGHQWL¿HGLPSDFWRIHQHUJ\ERRPV7UDI¿F
FDXVHVORQJGHOD\VRQRXWGDWHGURDGVDQGKLJKZD\VEXLOWWRVHUYLFH
ORZYROXPHVRI UDQFKRU IDUP WUDI¿F ,QDGGLWLRQ ODUJHYHKLFOHV
DQGFRQVWDQW WUDI¿FFUHDWHQRLVHFRQJHVWLRQDQGSROOXWLRQ6XE
OHWWH&RXQW\:\RPLQJKDVKDGDLQFUHDVHLQWUDI¿FRQQHDUO\
DOO URDGV VLQFH  ZLWK WUXFN WUDI¿F VKRZLQJ ODUJH LQFUHDVHV
VLQFH2QRQHURDGWKHGDLO\DYHUDJHRIWUXFNVURVHIURPDQ
DYHUDJHRIDGD\GXULQJWRQHDUO\LQ
/RZ XQHPSOR\PHQW LV W\SLFDOO\ YLHZHG DV D SRVLWLYH HFRQRPLF
LQGLFDWRU%XWLQERRPWRZQVLWLVRIWHQDVLJQRIDVWUDLQHGZRUN
IRUFH 7KH XQHPSOR\PHQW UDWH LQ 6XEOHWWH &RXQW\ :\RPLQJ
UHDFKHGLQ*DU¿HOG&RXQW\&RORUDGRDOVRIHOOEHORZ
WKHHLJKWVWDWHPHDQDWXQHPSOR\PHQWLQ 2LO
DQGJDVFRPSDQLHVRIIHUZDJHVDERYHWUDGLWLRQDO OHYHOVDQGWKXV
GUDZZRUNHUV DZD\ IURP MREV LQ WKH ORFDO VFKRRO V\VWHP UHWDLO
EXVLQHVVHVDQGODZHQIRUFHPHQW$VDUHVXOWWKHORFDOVFKRROGLV
WULFWLQ3LQHGDOHKDVWKHKLJKHVWEDVHVDODU\LQWKHVWDWH
DQGWKHVKHULII¶VRI¿FHKDVLQFUHDVHGWKHLUEDVHVDODU\LQWKH
ODVW\HDU,Q6XEOHWWH&RXQW\DSROLFHGHSDUWPHQWRISHRSOH
KDVKDGSHRSOHOHDYHVLQFH-DQXDU\PDQ\GUDZQWREHW
WHUSD\LQJ MREV LQ WKH HQHUJ\ LQGXVWU\'HSXWLHV UHJXODUO\ SXW LQ
RYHUKRXUVRIRYHUWLPHHYHU\ZHHNWRFRPSHQVDWHIRUZRUNHU
VKRUWDJHV
+RXVLQJ
$ODUJHLQÀX[RIZRUNHUVFDQDOVRRYHUZKHOPORFDOKRXVLQJVXSSOLHV
LQUXUDODUHDV,Q*DU¿HOG&RXQW\&RORUDGRWKHUHQWDOXQLWYDFDQF\
UDWH GURSSHG IURP SHUFHQW LQ  WR  LQ  UHVXOWLQJ
LQZDLWLQJOLVWV(QHUJ\FRPSDQLHVGHVSHUDWHWRKRXVHZRUNHUV
KDYHEXLOWFDPSVRISRUWDEOHWUDLOHUKRXVLQJ59VDQGFDPSHUVSHS
SHUWKHODQGVFDSHSDUNHGZKHUHYHUVSDFHFDQEHIRXQG,W LVQRW
XQFRPPRQIRUFDPSHUVWRSDUNLQWKHHTXLSPHQWSDUNLQJDUHDRU
VWDJLQJDUHD LQ WKHVPDOO WRZQVH[SHULHQFLQJDERRP6XFK LP
SURYLVHGKRXVLQJLVRI¿FLDOO\NQRZQDV³QRQWUDGLWLRQDO´KRXVLQJ
,QWKHVHVPDOOFRPPXQLWLHVQRQWUDGLWLRQDOKRXVLQJVLPSO\PHDQV
FDPSHUVSDUNHGZKHUHYHUDVSRWFDQEHIRXQGRIWHQFUHDWLQJVWUDLQ
EHWZHHQQHZFRPHUVDQGORQJWLPHUHVLGHQWV
3RWHQWLDO,QFUHDVHVLQ&ULPHDQG'UXJ3UHVHQFH
$QLQFUHDVHGSRSXODWLRQJHQHUDOO\EULQJVLQFUHDVHGFULPHSURSRU
WLRQDOWRWKHFKDQJHLQSRSXODWLRQ$VVKRZQDERYHKLJKHUYLROHQW
FULPH UDWHVGRQRWFRUUHODWHZLWK LQFUHDVHGHQHUJ\SURGXFWLRQ LQ
5RFNLHV FRXQWLHV5HVHDUFKHUV VWXG\LQJSDVW HQHUJ\ERRPVKDYH
SUHGRPLQDQWO\VKRZQWKDWWKHLPSDFWVRIDQHQHUJ\ERRPRQFULPH
DUHXQFOHDU 3RVVLEOH LPSDFWV LQFOXGHKLJKHUSHU FDSLWD FULPHV
DJDLQVWSURSHUW\ RUUHGXFHGSHUFDSLWDFULPHVDJDLQVWSHRSOH
7KHHQHUJ\LQGXVWU\KHDYLO\UHOLHVRQWUDQVLHQWZRUNHUVDQGSDVW
UHVHDUFKKDVVKRZQWKHVHSRSXODWLRQVWREHDVVRFLDWHGZLWKKLJKHU
FULPHUDWHV5HJDUGOHVVWKHLQFUHDVHGSRSXODWLRQUHVXOWVLQKLJK
HUDEVROXWHFULPHZLWKLQDFRXQW\ IXUWKHU VWUDLQLQJ OLPLWHG ORFDO
ODZHQIRUFHPHQW
(YHQPRUH GLI¿FXOW WR SURYH FRQFOXVLYHO\ LV WKH FRUUHODWLRQ EH
WZHHQ HQHUJ\ SURGXFWLRQ DQG ORFDO GUXJ XVH0XFK VSHFXODWLRQ
H[LVWVUHJDUGLQJUDPSDQWGUXJXVHDQGVRPHEHOLHYHWKDWGULOOLQJ
FUHZVPD\UHO\RQPHWKDPSKHWDPLQHVWRZRUNKRXUVKLIWVIRU
VHYHQWRGD\VLQDURZ+RZHYHUPHWKDPSKHWDPLQHXVHLVEH
FRPLQJPRUHSUHYDOHQWLQUXUDOUHJLRQVDVDZKROHVRLWLVGLI¿FXOW
WRVD\ZKDWVSHFL¿FLPSDFWWKHGULOOLQJLQGXVWU\KDVRQGUXJXVH
:KLOHWKHLQGXVWU\GRHVFRQGXFWGUXJWHVWVWKHUHVXOWVDUHQRWSXE
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
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OLFNQRZOHGJHDQGDFXUWDLQRIXQFHUWDLQW\UHPDLQVRYHUGUXJXVH
E\HQHUJ\ZRUNHUV
(FRQRPLF9XOQHUDELOLW\DQG2YHUEXLOGLQJ
$ KHDOWK\ HFRQRP\ LV GLYHUVH DQG LQVXODWHG IURP SULFH ÀXFWXD
WLRQVLQDQ\RQHVHFWRU,QFRQWUDVWWKHHFRQRPLFIDWHRIDQHQHUJ\
ERRPWRZQLVOLQNHGWRWKHSHUIRUPDQFHRIDVLQJOHFRPPRGLW\LQ
QDWLRQDODQGJOREDOPDUNHWV$GURSLQWKHSULFHRIRLORUJDVEHORZ
LWVHFRQRPLFGHYHORSPHQWSRLQWFDQUDSLGO\GUDLQPRQH\IURPD
FRPPXQLW\$V GULOOLQJ RSHUDWLRQV VKXW GRZQ MREV DQG WD[ UHY
HQXHVHYDSRUDWH2IWHQ¿QDQFLDOSUREOHPVH[SHULHQFHGGXULQJD
EXVWDUHH[DFHUEDWHGE\RYHUEXLOGLQJZKLFKRFFXUVZKHQDFRP
PXQLW\UXVKHVWRDFFRPPRGDWHLQIUDVWUXFWXUDOQHHGVVXFKDVURDGV
VFKRROVDQGKRWHOV$IWHUDEXVWSHUVRQQHODQGPRQH\OHDYHEXW
WKH EXLOGLQJV UHPDLQ VDGGOLQJ FRPPXQLWLHV ZLWK PDLQWHQDQFH
FRVWVDQGGHEW7KLVVFHQDULRRFFXUUHGWKURXJKRXWWKH:HVWZKHQ
WKHSULFHRIRLOGURSSHGEHORZDEDUUHOLQ0D\PDUNLQJ
WKHHQGRIWKHVRLOERRP
7KH&HQWHUIRUWKH$PHULFDQ:HVWLQ%RXOGHUVXJJHVWVWKDWWKHFXU
UHQW HQHUJ\ ERRPZLOO QRW QHFHVVDULO\ JR EXVW OLNH WKH SUHYLRXV
RQH7KHLUUHSRUW³:KDW(YHU\:HVWHUQHU6KRXOG.QRZ$ERXW(Q
HUJ\´VXJJHVWVWKDWFRPPXQLWLHVDUHLQFUHDVLQJO\VNHSWLFDORIHQ
HUJ\K\SHDQGLQVWHDGGLYHUVLI\WKHLUHFRQRPLHVWKURXJKLQFUHDVHG
HQHUJ\UHYHQXHVDGGLQJUHWDLODQGVHUYLFHLQGXVWULHVDVZHOODVRLO
DQGJDVZHOOV (QHUJ\SULFHVPD\ÀXFWXDWHDQGUHVRXUFHVPD\EH
H[KDXVWHGEXWWKURXJKGLYHUVL¿FDWLRQUXUDOFRPPXQLWLHVDUHEHWWHU
LQVXODWHGIURPWKHFDSLWDOÀLJKWH[SHULHQFHGDIWHUSUHYLRXVHQHUJ\
ERRPV
(QYLURQPHQWDO,PSDFWV
2LODQGJDVGHYHORSPHQWKDVERWKGLUHFWDQGLQGLUHFWHQYLURQPHQ
WDOLPSDFWV'LUHFWLPSDFWVDUHWKRVHDVVRFLDWHGZLWKLQIUDVWUXFWXUH
VXFKDVDFFHVVURDGVGULOOLQJSDGVSXPSLQJVWDWLRQVVWRUDJHID
FLOLWLHVDQGSLSHOLQHV 7KHSODFHPHQWRI WKHVHIDFLOLWLHVFDXVHV
KDELWDWIUDJPHQWDWLRQGHVWUXFWLRQRIYHJHWDWLRQDQGVRLOGHJUDGD
WLRQ
7KHPRVWQRWDEOHLQGLUHFWLPSDFWVDUHDLUDQGZDWHUSROOXWLRQ1R[
LRXVHPLVVLRQVIURPGULOOULJVYHKLFOHVDQGRWKHUHQHUJ\IDFLOLWLHV
GHJUDGH DLU TXDOLW\ DURXQG GULOO VLWHV $V HQHUJ\ GHYHORSPHQW
HQFURDFKHVRQUHVLGHQWLDODUHDVDLUTXDOLW\DOVREHFRPHVDJUHDWHU
KXPDQKHDOWKFRQFHUQ2ISDUWLFXODUFRQFHUQDUHWKHVLJQL¿FDQWK\
GURJHQVXO¿GHHPLVVLRQVIURPQDWXUDOJDVZHOOV
,QWKHGULOOLQJSURFHVVK\GUDXOLFIUDFWXULQJWKUHDWHQVZDWHUTXDOLW\
+\GUDXOLFIUDFWXULQJLVWKHSURFHVVE\ZKLFKÀXLGVJHOOLQJDJHQWV
IRDPLQJDJHQWVDQGDFLGVDUHSXPSHGGRZQDERUHKROHWREUHDN
XSWKHJDVULFKURFNOD\HUVDQGH[SHGLWHWKHÀRZRIQDWXUDOJDV
2ISDUWLFXODUFRQFHUQ LVGULOOLQJQHDUZDWHUVKHGVZKHUHVHHSDJH
IURPWKHK\GUDXOLFIUDFWXULQJSURFHVVPD\FRQWDPLQDWHULYHUVDQG
PXQLFLSDOZDWHUVRXUFHV5HVSRQGLQJWRKHDOWKDQGHQYLURQPHQWDO
FRQFHUQVDVVRFLDWHGZLWKWKHSURFHVVVRPHRLODQGJDVFRPSDQLHV
KDYHRIIHUHGWRVZLWFKWR³JUHHQIUDFLQJ´ZKLFKXWLOL]HVQRQWR[
LFVXEVWDQFHVVXFKDVFLWUXVRLOLQWKHVOXUU\SXPSHGXQGHUJURXQG
'LUHFWDQGLQGLUHFWHQYLURQPHQWDOLPSDFWVVXFKDVLQIUDVWUXFWXUH
EXLOGXSQR[LRXVHPLVVLRQVDQGZDWHUFRQWDPLQDWLRQFDQEHGLI¿
FXOWWRPHDVXUHDQGTXDQWLI\DQGWKHUHIRUHGLI¿FXOWWRZHLJKDJDLQVW
WKHSRVLWLYHLPSDFWVRIHQHUJ\GHYHORSPHQWLQWKH:HVW<HWWKHVH
LPSDFWVPXVWVWLOOEHFRQVLGHUHGZKHQH[SORULQJWKHHIIHFWVRIRLO
DQGJDVGHYHORSPHQWRQ:HVWHUQFRPPXQLWLHV
&RQFOXVLRQ
7KH:HVWLVLQWKHPLGVWRIDQHQHUJ\ERRPGULYHQE\KLJKGHPDQG
DQGSULFHVDVZHOODVIHGHUDOSROLF\WKDWHQFRXUDJHVGHYHORSPHQW
RI:HVWHUQUHVRXUFHV7KLVLVQRWDQHZVWRU\IRUWKHUHJLRQLWLV
GLVWXUELQJO\ UHPLQLVFHQW RI WKHERRPDQGEXVW GXULQJ WKHV
DQGV:LOOKLVWRU\UHSHDWLWVHOILQWKH5RFNLHV"
7KHIHGHUDOJRYHUQPHQWSOD\VDNH\UROHLQGHWHUPLQLQJWKHPDJ
QLWXGH RI WKH QH[W HQHUJ\ ERRP DQG EXVW F\FOH$V WKH ODUJHVW
PLQHUDOVRZQHULQWKH:HVWDQGWKHFRQWUROOHURIRLODQGJDVOHDVH
SHUPLWVWKHJRYHUQPHQWLVLQWKHEHVWSRVLWLRQWRUHJXODWHHQHUJ\
GHYHORSPHQWDQGWHPSHUWKHSDFHRIUHVRXUFHH[WUDFWLRQ7KH
(QHUJ\3ROLF\$FW IRFXVHVRQH[SHGLWLQJHQHUJ\GHYHORSPHQW LQ
WKH:HVW3HUKDSVWKH:HVWLVFRQVLGHUHGD³VDFUL¿FH]RQH´WREH
H[SORLWHGXQWLORLOGHSHQGHQFHFDQEHHDVHGZLWKWKHDGYHQWRIUH
QHZDEOHHQHUJ\VRXUFHV
$VORQJDVODQGFRQWLQXHVWREHOHDVHGIRUUHVRXUFHH[WUDFWLRQOR
FDOJRYHUQPHQWVDQGFRUSRUDWLRQVPXVWPLWLJDWHWKHVRFLRHFRQRP
LFVWUDLQVDQGDOOHYLDWH WKH³ERRPWRZQV\QGURPH´$W WKLV OHYHO
FLWL]HQV DQG FRUSRUDWLRQV DUH DOUHDG\ WDNLQJ SURDFWLYHPHDVXUHV
)RUH[DPSOHHQHUJ\FRPSDQLHVKDYHDGMXVWHGWUXFNVFKHGXOHVDQG
VWULQJHQWO\HQIRUFHGVSHHGOLPLWVWRDFFRPPRGDWHFRPPXQLW\WUDI
¿F1HZWHFKQRORJ\DOORZVIRUGLUHFWLRQDOGULOOLQJDWHFKQLTXHWKDW
FRQFHQWUDWHVZHOOVDQGOLPLWVWKHLUSUR[LPLW\WRORFDOKRPHV7KHVH
WZRH[DPSOHVUHÀHFWPDQ\SRVLWLYHFKDQJHVVLQFHWKHODVWHQHUJ\
ERRPDQGEXVW&RPPXQLWLHVDQGFRUSRUDWLRQVPXVWFRQWLQXH WR
ZRUN WRJHWKHU WRPDQDJH WKH VRFLRHFRQRPLF DQG HQYLURQPHQWDO
LPSDFWVRIHQHUJ\GHYHORSPHQWDVZHOODVSUHSDUHIRUWKHEXVWWKDW
KLVWRU\KDVVKRZQLVLQHYLWDEOH
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7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
&DVH6WXG\6XEOHWWH&RXQW\:<
$'HWDLOHG3UR¿OHRIDQ(QHUJ\
%RRPWRZQ
5HJLRQZLGHDQDO\VLVRIWKHWRZQVDQGFRXQWLHVLPSDFWHGE\
WKH UHFHQW HQHUJ\ERRP LV KLQGHUHGE\ WKH ODFNRI XQLIRUP
DOOLQFOXVLYHDQGXSWRGDWHGDWDVHWV2FFDVLRQDOO\KRZHYHU
FRPSUHKHQVLYHGDWDDUHDYDLODEOHIRULQGLYLGXDOFRXQWLHV6XFK
LVWKHFDVHIRU6XEOHWWH&RXQW\:\RPLQJ6XEOHWWH&RXQW\LV
LQWKHXQLTXHSRVLWLRQRIKDYLQJDFRXQW\ZLGHVRFLRHFRQRP
LF DQDO\VW -HIIUH\ -DTXHW WR VWXG\ WKH LPSDFW RI WKH HQHUJ\
ERRP:LWK-DFTXHW¶VKHOSZHFDQH[DPLQHGHWDLOHGVWDWLVWLFV
LQFRQMXQFWLRQZLWKSHUVRQDOLQWHUYLHZVWRSURYLGHDPRUHDF
FXUDWHGHSLFWLRQRIWKHHFRQRPLFZLQGIDOOVDQGVRFLRHFRQRPLF
GLVUXSWLRQVRIWKH:HVW¶VHQHUJ\ERRP
(QHUJ\RSHUDWLRQVLQ6XEOHWWH&RXQW\GUDZIURPWKH3LQHGDOH
DQWLFOLQHDQG-RQDKQDWXUDOJDV¿HOGVZKLFKDUHWKHIRXUWKDQG
VL[WKODUJHVWSURGXFLQJ¿HOGVLQWKHQDWLRQUHVSHFWLYHO\ 7KH
YROXPHRIHQHUJ\GHYHORSPHQWLQWKHUHJLRQKDVMXPSHGVLJ
QL¿FDQWO\LQWKHSDVW¿YH\HDUVJURZLQJIURPULJVLQ
WR D KLJKRI  ULJV LQ  &RQFXUUHQWO\ WKHSRSXODWLRQ
RI6XEOHWWH&RXQW\JUHZE\SHUFHQW IURP WR 
,QFRPSDULVRQQHLJKERULQJ6ZHHWZDWHU&RXQW\JUHZE\RQO\
SHUFHQW DQG:\RPLQJDVDZKROHKDVJURZQOHVVWKDQ
SHUFHQWVLQFH
7KHODUJHVW WRZQZLWKLQ WKHDUHDRI6XEOHWWH&RXQW\GULOOLQJ
RSHUDWLRQV LV3LQHGDOHZLWKDSRSXODWLRQRI (QHUJ\
GHYHORSPHQWDQGWKHUHODWHGSRSXODWLRQLQÀX[DUHDQHFRQRP
LFERRQWRWKHFRPPXQLW\EXWKDYHDOVRVWUDLQHGWKHLQIUDVWUXF
WXUHDQGVRFLDOIDEULFRI3LQHGDOH([DPSOHVRIVXFKSUHVVXUHV
LQFOXGHZRUNIRUFHVKRUWDJHVLQQRQHQHUJ\UHODWHGLQGXVWULHV
D ODFNRI DIIRUGDEOH KRXVLQJ LQFUHDVHG FULPH DQGGUXJXVH
DQGKLJKWUDI¿FYROXPHVRQLQDGHTXDWHURDGV
7D[5HYHQXH
6XEOHWWH&RXQW\HQHUJ\RSHUDWLRQVKDYHJHQ
HUDWHGDZLQGIDOOLQWD[UHYHQXHIRUWKHFRXQ
W\DQGLWVPXQLFLSDOLWLHV,QDORQHRYHU
 PLOOLRQ LQ VDOHV DQG XVH WD[ UHYHQXHV
ZHUHJHQHUDWHGE\6XEOHWWH&RXQW\2I WKDW
WRWDORYHUPLOOLRQZDVUHWXUQHGWR6XE
OHWWH&RXQW\DQGORFDOPXQLFLSDOLWLHV2IWKH
PLOOLRQFROOHFWHGLQVDOHVWD[SHU
FHQWZDVJHQHUDWHGE\WKHPLQLQJLQGXVWU\DV
ZDVQHDUO\KDOIRIWKHPLOOLRQLQXVHWD[UHYHQXH 6XE
OHWWH&RXQW\KDVWKHORZHVWVDOHVDQGXVHWD[UDWHDOORZHGE\
:\RPLQJVWDWHODZ:LWKDWD[UDWHRISHUFHQW6XEOHWWHLV
RQHRIWKUHHFRXQWLHVLQWKHVWDWHXVLQJWKHORZHVWSRVVLEOH
UDWH(YHQZLWKVXFKDORZWD[UDWHDQGVPDOOSRSXODWLRQ
6XEOHWWH&RXQW\UDQNHGVL[WKDPRQJ:\RPLQJFRXQWLHVLQ
WHUPVRIWD[UHYHQXHJHQHUDWLRQ
/DERUDQG:DJHV
,Q 1RYHPEHU  WKH XQHPSOR\PHQW UDWH LQ 6XEOHWWH
&RXQW\ KLW DQ DOOWLPH ORZ RI  SHUFHQW  7KH HQHUJ\
ERRPLQWKHDUHDKDVVLPXOWDQHRXVO\LQFUHDVHGWKHQHHGIRU
SXEOLFVHUYLFHMREVWRDFFRPPRGDWHWKHJURZLQJSRSXODWLRQ
DVZHOODVGUDZQSHRSOHDZD\IURPWKRVHSRVLWLRQV/RFDO
VFKRROVODZHQIRUFHPHQWDQGRWKHUSXEOLFVHUYLFHVHFWRUV
VWUXJJOHWRDWWUDFWQHZHPSOR\HHVZKHQHQHUJ\FRPSDQLHV
RIIHUPXFKKLJKHUZDJHV
,QWKHJDV¿HOGQHZZRUNHUVZLWKQRSULRUH[SHULHQFHRUHG
XFDWLRQJHQHUDOO\VWDUWDVURXVWDERXWVHDUQLQJDQDYHUDJHRI
\USOXVRYHUWLPHZKLFKJHQHUDOO\EULQJVWKHDYHU
DJHXSWR\U+RZHYHUEHFDXVHRIWKHKLJKWXUQRYHU
UDWHVDQGVKRUWDJHRIZRUNHUVLQWKHJDV¿HOGWKHUHDUHJHQHU
DOO\SOHQW\RIRSSRUWXQLWLHVIRUDQXQVNLOOHGDQGXQHGXFDWHG
ZRUNHUWREHSURPRWHG:LWKMXVWDIHZ\HDUVRIH[SHULHQFH
DZRUNHUFDQULVHIURPURXVWDERXWWRGULOOHU\USOXV
6XEOHWWH&RXQW\:HOO3ODFHPHQW
 
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)LVFDO<HDU *URVV7D[
5HYHQXH
7RWDO$PRXQW
RI6DOHV
5HYHQXH5HWXUQHG
6DOHV 8VH /RGJLQJ 7RWDO
      
      
      
      
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  
7DEOH 
6XEOHWWH&RXQW\6DOHV7D[5HYHQXH
6RXUFH:\RPLQJ'HSDUWPHQWRI5HYHQXH
3UHSDUHGE\-HIIUH\-DFTXHW6XEOHWWH&RXQW\6RFLRHFRQRPLF$QDO\VW
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
¿FXOW IRU UHVLGHQWVZLWK¿[HG LQFRPHVZKRVHZDJHVGRQRW
ULVHZLWKWKHULVLQJFRVWRIOLYLQJ:LWKDQHVWLPDWHGZRUNIRUFH
VKRUWDJHRI±ZRUNHUVLQWKHQDWXUDOJDVLQGXVWU\
ZDJHVDUHERXQGWRNHHSLQFUHDVLQJDQGFRPSHWLWLRQIRUWKH
VKRUWVXSSO\RIZRUNHUVZLOORQO\EHFRPHPRUHLQWHQVH
5LVLQJ KRXVLQJ SULFHV IXUWKHU FRQWULEXWH WR WKH ODERU VKRUW
DJH7KH6XEOHWWH&RXQW\$VVHVVRU¶VRI¿FHHVWLPDWHVWKDWWKH
DYHUDJH VDOHV SULFH RI D VLQJOHIDPLO\ KRPH KDV ULVHQ IURP
 LQ  WR  LQ  :KHQ VXUYH\HG
RYHUWLPHDQG WKHQ WR WRROSXVKHUHDUQLQJ\USOXVRYHU
WLPHSD\LQ6XEOHWWH&RXQW\
7RFRPSHWHZLWKKLJKZDJHVRIIHUHGE\HQHUJ\FRPSDQLHVRWKHU
EXVLQHVVHVPXVW UDLVHZDJHV WR UHWDLQ D VXI¿FLHQW VWDII$V D UH
VXOWWKHORFDOVFKRROGLVWULFWLQ3LQHGDOHKDVWKHKLJKHVWEDVHVDODU\
LQ WKH VWDWH   DQG WKH 6KHULII¶V RI¿FH LQFUHDVHG WKHLU
EDVHVDODU\E\SHUFHQWLQ7KHDYHUDJHPLQLPXPZDJH
IRUQRQVNLOOHGQRQODERULQWHQVLYHMREVZDVKULQ-XO\
6WDWHZLGH WKH VWDUWLQJZDJH IRU WKH VDPH VHFWRU RI MREV UDQJHG
IURPKU WRKU :DJH LQFUHDVHVDUHSDUWLFXODUO\GLI

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ORFDO  5HDOWRUV UHSRUWHGD ODFNRIKRPHVXQGHU
6XEOHWWH &RXQW\ 6KHULII:D\QH ³%DUG\´ %DUGLQ HODERUDWHG
WKDW³ZHORVHSHRSOHRUKDYHYHU\IHZSHRSOHDSSO\IRUMREV
EHFDXVHRIKRXVLQJSULFHV%RWKSDUHQWVKDYHWRZRUNLQRUGHU
WR OLYH KHUH VRZH KDYH D GH¿QLWH ODFN RI FKLOG FDUH 6LQFH
-DQXDU\   SHRSOH IURPP\SHUVRQ VWDII KDYH OHIW
P\GHSDUWPHQW´ 1RWRQO\GRHV WKHKRXVLQJFUXQFKPDNH
LWGLI¿FXOWWRDWWUDFWWHDFKHUVDQGSROLFHRI¿FHUVLWDOVRGHWHUV
ZRUNHUVLQWKHJDV¿HOGVIURPUHORFDWLQJWR3LQHGDOH'HSHQG
LQJRQWKHDIIRUGDELOLW\RIKRXVLQJRQHVWXG\RIWKHWDVWHVDQG
SUHIHUHQFHVRIJDV¿HOGZRUNHUVHVWLPDWHVEHWZHHQDQG
ZRXOGSUHIHUWREHFRPHSHUPDQHQWUHVLGHQWVRI
6XEOHWWH&RXQW\
%UHWW.LQJVEXU\FKDLUPDQRIWKHORFDOVFKRROERDUGDOVRH[
SUHVVHG GLI¿FXOWLHV LQ UHFUXLWLQJ VWDII ³$VZH JURZ LW JHWV
GLI¿FXOW WRDWWUDFW\RXQJNLGVWRFRPHWHDFK+RXVLQJLVH[
SHQVLYHWKHWHPSHUDWXUHVFDQKLWEHORZDQGWKHUHDUH
PHQIRUHYHU\ZRPDQ´7KH2FWREHUVWXGHQWFRXQW
VKRZHGDSHUFHQWVWXGHQWVLQFUHDVHLQWKHORFDOVFKRRO
GLVWULFW )XQGLQJLVDYDLODEOHWRH[SDQGVFKRROIDFLOLWLHVEXW
WHDFKHUVUHPDLQLQVKRUWVXSSO\
&ULPHDQG'UXJ8VH
$VVHVVLQJ FULPHDQG LWV UHODWLRQVKLS WR HQHUJ\GHYHORSPHQW
LV GLI¿FXOW$UUHVW GDWD DUH DQ LPSHUIHFW LQGLFDWRU RI DFWXDO
FULPHUDWHVDQGLW LVKDUG WRFRUUHODWHÀXFWXDWLRQV LQDUUHVWV
WR HQHUJ\VSHFL¿F JURZWK DV RSSRVHG WR JURZWK LQ JHQHUDO
'HVSLWH WKHVH REVWDFOHV LW LV XVHIXO WR H[SORUH WKH VWDWLVWLFV
DQGUHVHDUFKDVVRFLDWHGZLWKFULPHDQGGUXJXVHVSHFL¿FDOO\
LQ 6XEOHWWH &RXQW\ZKHUHPRUH LQGHSWK VWXGLHV KDYH EHHQ
FRQGXFWHG
3LQHGDOHDQGWKH6XEOHWWH&RXQW\UHJLRQKDYHVHHQDULVH LQ
QRQYLROHQWFULPHEXWQRWLQYLROHQWFULPHV7KLVLVLOOXVWUDWHG
E\¿JXUHFUHDWHGE\0U-DFTXHW7KH¿JXUHVKRZVVHYHUDO
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\HDUV DQG WKH LQFUHDVH RI FULPH FRUUHODWHG WR ULJ RSHUDWLRQ
PRQWKV7KHQXPEHURIGULOOLQJULJVSUHVHQWLVWKHEHVWZD\
WR HVWLPDWH KRZPDQ\ZRUNHUV WKHUH DUH LQ WKH FRXQW\
7KHQXPEHURIGULOOLQJULJPRQWKVSHU\HDULVWKHDJJUHJDWH
QXPEHURIPRQWKVVSHQWE\GULOOLQJULJVLQ6XEOHWWH&RXQW\
7KHJUDSKLOOXVWUDWHVWKHSUHGLFWHGDPRXQWRIFULPHIRUWKH
DPRXQW RI ULJPRQWKV LQ  DQG VKRZV WKDW WKH DFWXDO
LQFUHDVH LQ FULPHZDVPXFK VWHHSHU WKDQ LQLWLDOO\ H[SHFW
HG )URPWRWKHQXPEHURIDUUHVWVLQFUHDVHG
E\SHUFHQWZKLOH WKHUHVLGHQWSRSXODWLRQRI WKHFRXQW\
LQFUHDVHG E\ RQO\ 
SHUFHQW  ,Q 
WKHUH ZDV RQH DUUHVW
IRU HYHU\  SHRSOH
DQG-DFTXHW¶VUHJUHV
VLRQ PRGHO SUHGLFWV
WKDW E\RQH DU
UHVW ZLOO EH PDGH
IRU HYHU\ HLJKW UHVL
GHQWV$FFRUGLQJWR
-DFTXHW³SDUWRIWKLV
VHYHUH LQFUHDVH PD\
EHDFFRXQWHGIRUE\D
GLVSURSRUWLRQDWH LQ
FUHDVHLQUHVLGHQWVLQ
WKHLUPLGWZHQWLHVRU
\RXQJHU DV \RXQJHU
SRSXODWLRQV W\SL
FDOO\FRPPLWDJUHDW
DPRXQWRIFULPH´+H
DOVRVXJJHVWVWKDWWKH
)LJXUH
5LJ%DVHG7UHQGRI5HSRUWHG,QGH[&ULPHV
6RXUFHV:\RPLQJ8QL¿HG&ULPH5HSRUWLQJ'ULOOLQJ5HFRUGV,QF
3UHSDUHGE\-HIIUH\-DFTXHW6XEOHWWH&RXQW\6RFLRHFRQRPLF$QDO\VW
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
LQFUHDVHPD\UHÀHFWWKHLQFUHDVHGQRQUHVLGHQWSRSXODWLRQZKLFK
LQFOXGHVZRUNHUVZKROLYHLQFDPSHUVDQGZRUNHUFDPSV
&ULPHDQGGUXJXVHDUHUHFRJQL]HGDVXQGHVLUDEOHIDFWRUVDVVRFL
DWHGZLWKGHYHORSPHQWEXWDFWXDOO\TXDQWLI\LQJWKHPDJQLWXGHRI
HDFKIDFWRULVGLI¿FXOW0RVWGUXJXVHGDWDDUHFRQ¿GHQWLDORUKDUG
WRSLHFHWRJHWKHUDQGWKHDFWXDOLQFUHDVHLVQRWQHFHVVDULO\UHSUH
VHQWHG E\ WKH QXPEHU RI UHSRUWHG DUUHVWVPDGH 1HYHUWKHOHVV
LQDUUHVWVZHUHPDGHDQGE\ WKDWQXPEHU
KDGLQFUHDVHGE\SHUFHQWWRDUUHVWV6LQFHWKH
QXPEHURIDUUHVWVSHURI¿FHUDOVRPRUHWKDQGRXEOHG $V
VWDWHGE\-HIIUH\-DFTXHW³ZKLOHFDXWLRQPXVWEHH[HUFLVHG
ZKHQDQDO\]LQJSHUFHQWDJHFKDQJHVRI WKHVPDOOQXPEHUV
DVVRFLDWHGZLWK UXUDO DUHDV WKHFKDQJHV VWLOO DSSHDU WREH
VXEVWDQWLDO´ -DFTXHWDOVRVWDWHGWKDWWUDFNLQJDUUHVWGDWD
GRHVQRWWUDFNRYHUDOOFULPH7KDWLVLIDFULPHLVFRPPLWWHG
EXWQRRQHLVDUUHVWHGIRULWWKHQQRDUUHVWZLOOEHUHSRUWHG
$OVR DUUHVW GDWD RQO\ UHFRUG WKH PRVW VHULRXV FULPH IRU
ZKLFKDSHUVRQLVEHLQJDUUHVWHG,IDSHUVRQKDVFRPPLW
WHGDPXUGHUDQGDOVRSRVVHVVHGLOOHJDOGUXJV WKHPXUGHU
EXWQRWWKHGUXJSRVVHVVLRQDUHUHFRUGHG $UUHVWVSHURI
¿FHULQ6XEOHWWH&RXQW\URVHIURPLQWRLQ
7KLV QXPEHU DOVR DFFRXQWV IRU DQ LQFUHDVH RI VWDII
IURPRI¿FHUVLQWRRI¿FHUVLQ7KHQXPEHU
RI DUUHVWV SHU RI¿FHU LQ  LV OLNHO\ XQGHUHVWLPDWHG DV
WKH 6KHULII¶V RI¿FH KDV KDG VRPH RI¿FHUV VHUYLQJ DEURDG
DVQDWLRQDOUHVHUYLVWV  ,QFRQWUDVWDUUHVWVSHURI¿FHUIRU
WKH6WDWHRI:\RPLQJKDYHGHFUHDVHGSHUFHQWRYHUWKH
VDPHWLPHSHULRG
7UDI¿F
:LWKJURZWK LQHQHUJ\GHYHORSPHQWFRPHVJURZWK LQ WKH
WUDI¿FYROXPH5RDGVEXLOWWRFDUU\VPDOOOHYHOVRIUDQFKLQJ
RU WRXULVW WUDI¿F DUHQRZEHLQJXVHGKHDYLO\E\ WKHQDWX
UDOJDVLQGXVWU\6XEOHWWH&RXQW\KDVVHHQDSHUFHQWLQ
FUHDVHLQWUDI¿FRQQHDUO\DOOURDGVVLQFHZLWKWUXFN
DQGVHPLWUDFWRUWUDLOHUWUDI¿FVKRZLQJODUJHLQFUHDVHV2Q
RQHURDGWKHGDLO\DYHUDJHRIWUXFNVDQGVHPLVURVHIURP
URXJKO\  D GD\ GXULQJ  WR QHDUO\  LQ 
%RWKRIWKHVHQXPEHUVRXWSDFHWKHSRSXODWLRQLQFUHDVHRI
WKHFRXQW\RYHUWKHVDPHSHULRGRI WLPH,QFUHDVHGWUDI¿F
RQVPDOOUXUDOURDGVLVQRWMXVWDQLQFRQYHQLHQFHLWLVDVDIH
W\ KD]DUG0DQ\ URDGVZHUH QRW EXLOW WR KDQGOH WZRZD\
WUDYHORIODUJHWUXFNVDQGURDGVWRHQHUJ\IDFLOLWLHVFDQFXW
WKURXJKUHVLGHQWLDODUHDV0RVWRIWHQWKHH[SHQVLYHEXUGHQ
RIH[SDQGLQJWKHURDGLQIUDVWUXFWXUHIDOOVRQWKHFRXQW\RU
ORFDOPXQLFLSDOLW\
&RQFOXVLRQ
7KHUHJLRQDVDZKROHLVVHHNLQJWROHDUQIURPRWKHUDUHDV
LQWKH5RFNLHVWKDWDUHH[SHULHQFLQJVLPLODUSUREOHPV6XE
OHWWH&RXQW\KDVIRXQGD³VLVWHUFRXQW\´LQ&RORUDGR¶V*DU
¿HOG&RXQW\DQGVRPHH[SHUWVLQWKHFRPPXQLW\DOVRSODQ
WRYLVLW)DUPLQJWRQ1HZ0H[LFRWRH[DPLQHWKHLUPLWLJD
WLRQRIHQHUJ\SURMHFWLPSDFWV/RFDOFLWL]HQVDUHEHJLQQLQJ
WR³WKLQNUHJLRQDOO\´DQLPSRUWDQW¿UVWVWHSLQFRRSHUDWLQJ
ZLWKRWKHUV WR¿QG VROXWLRQV WR FRPPRQSUREOHPV 7KH
DVVLVWDQW WR WKH0D\RURI3LQHGDOH/DXULH/DWWD VDLG WKH
UHJLRQQHHGVWRZRUNWRJHWKHUDQGIRFXV³ZHKDYHQRWIR
FXVHGRQSODQQLQJZHKDYHEHHQUHDFWLYH´-DFTXHWQRWHV
WKDW³WKHUHQHHGVWREHPRUHFRQVHQVXVDQGSODQQLQJLQWKH
FRPPXQLWLHV EXW 3LQHGDOH FRXOG FRPH RXW RI WKLV ERRP
UXQQLQJ´
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<HDU0RQWK VDOHV PHGLDQSULFH
  
)HEUXDU\  
0DUFK  
$SULO  
0D\  
-XQH  
-XO\  
$XJXVW  
6HSWHPEHU  
2FWREHU  
1RYHPEHU  
'HFHPEHU  
  
)HEUXDU\  
0DUFK  
$SULO  
0D\  
-XQH  
-XO\  
$XJXVW  
6HSWHPEHU  
2FWREHU  
1RYHPEHU  
'HFHPEHU  
  
)HEUXDU\  
0DUFK  
$SULO  
0D\  
-XQH  
-XO\  
$XJXVW  
6HSWHPEHU  
2FWREHU  
1RYHPEHU  
7DEOH 
0HGLDQ+RXVLQJ3ULFHV6XEOHWWH&RXQW\
6RXUFH7HWRQ%RDUGRI5HDOWRUV0XOWLOLVWLQJ6HUYLFH
3URYLGHGE\-HIIUH\-DFTXHW6XEOHWWH&RXQW\6RFLRHFRQRPLF$QDO\VW
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
,QVL[\HDUV5LFKODQG&RXQW\0RQWDQDKDVJRQHIURPEHLQJD
UHODWLYHO\LQVLJQL¿FDQWVXSSOLHURIRLOWRWKHODUJHVWRLOSURGXF
LQJFRXQW\LQWKH5RFNLHV5HJLRQ,Q5LFKODQG&RXQW\
SURGXFHGEDUUHOVDQXPEHUWKHVXUJHGWRPLOOLRQ
EDUUHOVLQ7KHPDMRURLOFRPSDQLHVKDGSUHYLRXVO\H[
SORUHGWKHDUHDEXWKDGQRWGULOOHGLQWRWKHVDPHOXFUDWLYHOD\
HUVFKRVHQE\WKHIXWXUH³ZLOGFDW´SURGXFHU$IWHUDWHVWZHOO
ZDVGULOOHGLQ0D\WKHSURGXFHUDQGQHDUE\FRPSHWLWRUV
TXLFNO\UHDOL]HGWKDWODUJHDPRXQWVRIRLOVWLOOUHPDLQHGLQWKH
DUHD
5HFHQWHQHUJ\GHYHORSPHQWKDVEURXJKWHFRQRPLFSURVSHULW\
WRWKHDUHD7KHVFKRROVDUHZHOOIXQGHGEXVLQHVVLVERRPLQJ
DQGWKHXQHPSOR\PHQWUDWHLVORZ7KHORFDOSDSHUSXEOLVKHV
D WZLFH\HDUO\ VHFWLRQ RQ RLOZKLOH WKH WRZQRI6LGQH\ DQG
5LFKODQG&RXQW\KROGDQ³2LO$SSUHFLDWLRQ'D\´DWWKHORFDO
IDLUJURXQGV
+RZHYHUQRWDOOWKHUHFHQWFKDQJHLVSRVLWLYH$VLQRWKHUHQ
HUJ\ERRPWRZQVLQWKH5RFNLHVDIIRUGDEOHKRXVLQJLVOLPLWHG
$VQRWHGE\5LFKODQG&RXQW\&RPPLVVLRQHU0DUN5HKEHLQ
³WKHUHDUHFXUUHQWO\QRKRPHVRQWKHPDUNHWLQWKH
WRUDQJH´KLJK WUDI¿FYROXPH LVDOVRKDUPLQJ WKH
DUHD¶V³JUDYHOURDGVGHVLJQHGIRUIDUPHTXLSPHQWQRWKHDY\
RLO WUXFNV´DQGWKHUHLVDVHYHUH ODERUVKRUWDJHZLWK³HYHU\
ORFDOEXVLQHVV>KDYLQJ@DµKHOSZDQWHG¶VLJQLQWKHZLQGRZ´
7KHORFDOHPHUJHQF\PHGLFDOVHUYLFHKDVEHHQKLWSDUWLFXODUO\
KDUGE\WKHODERUVKRUWDJH5HFUXLWLQJQHZHPHUJHQF\PHGL
FDOWHFKQLFLDQV(07VKDVEHHQGLI¿FXOWEHFDXVHLWLVDQDOO
YROXQWHHUIRUFH:LWKWKHLQFUHDVHGSDFHRIOLIHWKDWWKHERRP
KDVFUHDWHGIHZSHRSOHKDYHWKHWLPHRUWKHGHVLUHWRHYHQMRLQ
WKHIRUFH$FFRUGLQJWR-RVK.LQJ'LUHFWRURI5LFKODQG&RXQ
W\(PHUJHQF\0HGLFDO6HUYLFHV³RXUFDOOORDGKDVLQFUHDVHG
)RUH[DPSOHDFRXSOH\HDUVDJRZHDYHUDJHGRQHFDOOHYHU\
RWKHUGD\DQG\HVWHUGD\DORQHZHKDGVL[FDOOV´7KHRLOERRP
KDVJLYHQWKHORFDOHFRQRP\DQLPPHQVHERRVWEXWDWWKHVDPH
WLPHKDVFKDOOHQJHGORFDOVLQPDQ\ZD\V
(QHUJ\ GHYHORSPHQW QRW RQO\ DIIHFWV WKH LQIUDVWUXFWXUH DQG
ZRUNIRUFHEXWDOVR WKHVRFLDO IDEULFRI WKHFRPPXQLW\7KH
5LFKODQG&RXQW\&RDOLWLRQ$JDLQVW'RPHVWLF9LROHQFH SURYLGHV
FDUHDQGDVVLVWDQFHWRYLFWLPVRIGRPHVWLFYLROHQFHDQGWKHLUIDPL
OLHV$FFRUGLQJWR'LUHFWRU+HOHQ6FKPLWWRXWRIWRWDOFDVHV
LQWKHSDVW\HDULQYROYHGSHRSOHZKRZHUHLQ5LFKODQG&RXQW\
VSHFL¿FDOO\EHFDXVHRI WKHRLO LQGXVWU\ :KLOHRLO LPSDFW IXQGV
DUHUHDGLO\GLVSHUVHGWRORFDOJRYHUQPHQWVDVDSULYDWHQRQSUR¿W
WKH&$'9FDQQRWHDVLO\DFTXLUH VXFK IXQGLQJ+RZHYHU WKDQNV
WRGRQDWLRQVE\VRPHFKXUFKFRQJUHJDWLRQVDQGRWKHUFRPPXQLW\
PHPEHUVWKHFHQWHUKDVUHPDLQHGDEOHWRFDUHIRUYLFWLPVRIGR
PHVWLFYLROHQFH
2IWHQFLWL]HQVRIERRPWRZQVDFFXVHORFDORI¿FLDOVRIEHLQJUHDF
WLYHLQWKHLUSROLFLHVUDWKHUWKDQDQWLFLSDWLQJWKHH[WHUQDOLWLHVRIHQ
HUJ\GHYHORSPHQW&RXQW\&RPPLVVLRQHU0DUN5HKEHLQH[SODLQV
WKHGLI¿FXOW\RIEHLQJSURDFWLYHDWWKHRXWVHWRIWKHFXUUHQWHQHUJ\
ERRP³WKHZD\WKHUHYHQXHV\VWHPLVVWUXFWXUHGZHGLGQ¶WUHFHLYH
DQ\IXQGVXQWLOWZR\HDUVDIWHUWKHERRPUHDOO\VWDUWHG´6LQFHWKH
IXQGVVWDUWHGSRXULQJLQKRZHYHUWKHFRXQW\KDVZRUNHGKDUGWR
VWD\DKHDGRIWKHHQHUJ\GHYHORSPHQW$V5HKEHLQQRWHV³ZH¶UH
QRZVSHQGLQJPRQH\WRLPSURYHURDGVZKHUHZHSUHGLFWWKHHQ
HUJ\GHYHORSPHQW LV JRLQJ LQ WKH IXWXUH QRW MXVW FDWFKLQJXS WR
ZKHUHWKHGHYHORSPHQWLVQRZ´
7KHWRZQRI6LGQH\DQG5LFKODQG&RXQW\DVDZKROHKDYHUHFHLYHG
³RLO LPSDFW IXQGLQJ´7KHUHFHQWO\SDVVHG+RXVH%LOOHVWDE
OLVKHG WKH RLO LPSDFW IXQG WR UHGLVWULEXWH VWDWH LQFRPH IURP WKH
HQHUJ\ERRPWRWKHFRXQWLHVDQGPXQLFLSDOLWLHVKLWKDUGHVWE\WKH
ERRP7ZRWKLUGVRI WKH IXQGLQJJRHVVWUDLJKW WR WKH WRZQVDQG
WKH UHPDLQLQJ WKLUG JRHV WR FRXQW\ FRIIHUV  ,Q RQH ¿VFDO TXDU
WHUDORQH5LFKODQG&RXQW\DQG6LGQH\UHFHLYHGRYHUDQG
UHVSHFWLYHO\LQRLOLPSDFWIXQGV7KHVHIXQGVDGGWRWKH
RYHUPLOOLRQWKDWWKHFRXQW\FODLPVDQQXDOO\LQVHYHUDQFHWD[
UHFHLSWV 7KHFRXQW\VSHQWPRVWRIWKHLURLOLPSDFWIXQGVRQLP
SURYLQJURDGVLQWKUHHXQLQFRUSRUDWHGWRZQVDVZHOODVRQQHZODZ
HQIRUFHPHQWIDFLOLWLHVWKHFRXUWV\VWHPKDVEHHQRYHUZKHOPHGLQ
WKHSDVW VHYHUDO\HDUVDQGQHZIDLUJURXQGV 6LGQH\KDVDOVR
VSHQWWKHLULPSDFWIXQGVRQODZHQIRUFHPHQWDQGURDGUHSDLUEXW
DGGLWLRQDOO\EXLOWDZDWHUVOLGHDQGLPSURYHGWKHORFDOVFKRRO7KH
VFKRROH[SDQVLRQDORQHFRVWEHWZHHQDQGPLOOLRQDQGLQFOXG
HGDQHZVFLHQFHZLQJ7KHVFKRROLPSURYHPHQWVZRXOGQRWKDYH
EHHQSRVVLEOHZLWKRXW WKHDGGHGIXQGLQJ IURPWKHHQHUJ\ERRP
&DVH6WXG\5LFKODQG&RXQW\07
2LO:HDOWKWR0LWLJDWH2LO
,PSDFWV
 
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5LFKODQG&RXQW\:HOO3ODFHPHQW
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
6FKRROIXQGLQJLQ0RQWDQDLVEDVHGRQVFKRROHQUROOPHQWZKLFK
KDVEHHQGHFOLQLQJLQ6LGQH\7KHFRPPXQLW\KDGUHSHDWHGO\WULHG
WRUDLVHPRQH\WKURXJKERQGVDQGPLOOOHY\UHTXHVWVEXWKDGQRW
EHHQDEOHWRUDLVHVXI¿FLHQWIXQGV ,WZDVQRWXQWLOWKHRLOPRQH\
FDPHLQWKDWWKH\ZHUHDEOHWRPDNHWKHXSJUDGHV&RPPLVVLRQHU
5HKEHLQUHLWHUDWHVWKDW³DOO WKHVHFRPPXQLW\LPSURYHPHQWVKDYH
EHHQSRVVLEOHWKURXJKWKHHQHUJ\ERRPDQGQHYHUDWWKHH[SHQVH
RILQFUHDVHGWD[HVRQORFDOUHVLGHQWV´
/RFDORI¿FLDOVDQGUHVLGHQWVDUHDOVRFRQ¿GHQWWKDWWKH\DUHSUR
FHHGLQJZLWKFDXWLRQDQGKDYHOHDUQHGIURPWKHSUHYLRXVEXVW7KH
5LFKODQG&RXQW\HFRQRP\LVPRUHGLYHUVL¿HGWKDQGXULQJ
WKHERRPLQWKHHDUO\VIRUH[DPSOH$QKHXVHU%XVFK
UHFHQWO\LQVWDOOHGDODUJHIDFLOLW\LQWKHDUHD0DQ\FRP
PXQLW\PHPEHUVLQFOXGLQJORFDO(07GLUHFWRU-RVK.LQJ
DJUHHWKDWWKHLUORFDOJRYHUQPHQWLVVSHQGLQJWKHQHZIXQGV
ZLVHO\7KHSDFHDWZKLFKWKHHQHUJ\ERRPFDPHWR5LFK
ODQG&RXQW\LQLWLDOO\PDGHLWGLI¿FXOWIRUORFDORI¿FLDOVWR
PLWLJDWHLWVLPSDFWV,WDSSHDUVKRZHYHUWKDWZLWKHQRXJK
PRQH\DQGWKRXJKWIXOSODQQLQJPDQ\RIWKHQHJDWLYHVLGH
HIIHFWVRIWKHHQHUJ\ERRPFDQEHWHPSHUHG

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5DSLGHQHUJ\GHYHORSPHQWLVDIDPLOLDUVWRU\WRWKHFLWL]HQVRI
WKH*UDQG9DOOH\LQZHVWHUQ&RORUDGR,QWKHODWHVDQG
HDUO\VWKHUHJLRQHQMR\HGWKHHFRQRPLFLPSDFWVRIKHDY\
HQHUJ\LQYHVWPHQWOHGPRVWQRWDEO\E\([[RQ¶VRLOVKDOHSURM
HFWV(YHQWXDOO\ WKHRLO VKDOHGHYHORSPHQWSURYHGXQSUR¿W
DEOHDQG([[RQFORVHGLWGRRUVRQ³%ODFN0RQGD\´²0D\
+XQGUHGVORVWWKHLUMREVDQGORFDOPXQLFLSDOLWLHVZHUH
OHIWLQHFRQRPLFGLVDUUD\
1RZHQHUJ\GHYHORSPHQWVSXUUHGE\KLJKQDWXUDOJDVSULFHV
DQGD UHQHZHG LQWHUHVW LQRLO VKDOHKDV UHWXUQHG WR*DU¿HOG
DQG 0HVD FRXQWLHV 5HVLGHQWV ZKR UHFDOO WKH SUHYLRXV HQ
HUJ\EXVWDUHVNHSWLFDORIWKHFXUUHQWERRPDQGIHDUDQRWKHU
HFRQRPLFFROODSVH)XUWKHUPDUULQJWKHUHODWLRQVKLSEHWZHHQ
HQHUJ\ FRPSDQLHV DQG ORFDO FLWL]HQV DUH FRPSOLFDWLRQVZLWK
WKH³VSOLWHVWDWH´7KHVSOLWHVWDWH UHIHUV WR WKHVHSDUDWLRQRI
VXUIDFH ULJKWV DQG VXEVXUIDFH PLQHUDO ULJKWV ,W LV FRPPRQ
IRUDVXUIDFHRZQHUWRQRWNQRZZKRRZQVWKHPLQHUDOVEH
QHDWKWKHLUODQGDQGLWFDQEHDVKRFNWROHDUQRISODQVWRH[WUDFW
WKRVHPLQHUDOV5HVLGHQWVZKRGRQRWRZQWKHPLQHUDOULJKWVEH
QHDWK WKHLU ODQGPD\ ¿QG QDWXUDO JDV IDFLOLWLHV DQG DFFHVV URDGV
HQFURDFKLQJRQWKHLUKRPHV&XUUHQWODZVDWWHPSWWRPLWLJDWHSR
WHQWLDO GLVDJUHHPHQWV EHWZHHQ VXUIDFH ULJKWV DQG PLQHUDO ULJKWV
RZQHUV 6XEVXUIDFH RZQHUVPXVWPDNH D ³JRRG IDLWK HIIRUW´ WR
FRPHWRDQDJUHHPHQWZLWKWKHVXUIDFHRZQHUUHJDUGLQJGHWDLOVRI
DSRWHQWLDOGHYHORSPHQW+RZHYHULIQRDJUHHPHQWLVUHDFKHGWKH
PLQHUDOULJKWVRZQHUFDQVWLOOSURFHHGE\SRVWLQJDERQGZLWKWKH
%XUHDXRI/DQG0DQDJHPHQWWKDWLVWKHRUHWLFDOO\ODUJHHQRXJKWR
FRYHUWKHFRVWVRISOXJJLQJWKHZHOODQGUHFODLPLQJDQGUHVWRULQJ
WKHLPSDFWHGODQGV 7KHSURFHVVRI³ERQGLQJRQ´HQVXUHVWKDWWKH
PLQHUDOULJKWVRZQHUKDVWKHXSSHUKDQGLQDGLVSXWH
'HVSLWH WKH FRQWHQWLRXV UHODWLRQVKLS EHWZHHQ HQHUJ\ FRPSDQLHV
DQGUHVLGHQWVRIWKH*UDQG9DOOH\WKHUHDUHH[DPSOHVRIFRRSHUD
WLRQ(Q&DQD2LODQG*DV86$KDVGULOOLQJULJKWVWRPRUHWKDQ
 PLOOLRQ DFUHV LQ &RORUDGR WKH FRPSDQ\ KDV URXJKO\ 
ZHOOVLQWKHDUHD DQGSODQVWRGULOOPRUHLQ(Q&DQDKDV
DPL[HGKLVWRU\RIFRPPXQLW\UHOD
WLRQV,QWKH\ZHUH¿QHGIRUD
IDXOW\ZHOO WKDWDOORZHGQDWXUDOJDV
WRVHHSLQWRDQHDUE\FUHHN 6LQFH
WKHQ GXH LQ ODUJH SDUW WR WKH FRP
PXQLW\XSURDURYHUWKHOHDN(Q&DQD
KDV VRXJKW WR LPSURYH FRPPXQLW\
UHODWLRQV DQG PDNH VRPH FRQFHV
VLRQVWRORFDOFRPPXQLW\PHPEHUV
([DPSOHV LQFOXGH SDLQWLQJ RLO DQG
JDV FROOHFWLRQ WDQNV FRORUV WKDW
PDWFK WKH ODQGVFDSH EXU\LQJSLSH
OLQHV XQGHUJURXQG DQG UHDGMXVWLQJ
WUXFNLQJ VFKHGXOHV WR DYRLG VFKRRO
EXVSLFNXSDQGGURSRIIWLPHV7R
GDPSHQ QRLVH IURP ULJV ZRUNLQJ
QHDUUHVLGHQFHV(Q&DQDVRPHWLPHV
EXLOGV WHPSRUDU\ ZDOOV DURXQG WKH
ULJV DQG IRFXVHV OLJKWV RQ WKH ULJ
GRZQZDUG WR OHVVHQ OLJKW SROOX
WLRQ7KHFRPSDQ\KDVDOVRKHOSHG
*DU¿HOG&RXQW\6FKRRO'LVWULFW 
UHWUR¿W WKHLU EXLOGLQJV ZLWK HQHUJ\
HI¿FLHQW XSJUDGHV DQG KDV GRQDWHG
PRQH\ WR &RORUDGR0RXQWDLQ &RO
&DVH6WXG\7KH*UDQG9DOOH\&2
&RUSRUDWHDQG&RPPXQLW\
&RRSHUDWLRQ
 
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OHJHWRKHOSEXLOGDWHFKQRORJ\DQGWUDLQLQJFHQWHULQ5LÀH&ROR
UDGR(Q&DQDKDVUHFODLPHGDFUHVRIVDJHJURXVHKDELWDWE\
UHSODQWLQJPRXQWDLQVKUXEVDQGDOVRKDOWHGGULOOLQJGXULQJPDWLQJ
VHDVRQ$QHZPHWKRGRIGULOOLQJFDOOHGPLFURGULOOLQJRUFRLOHG
WXEHGULOOLQJFRXOGRIIHUDZD\WRGLPLQLVKVRPHRIWKHLPSDFWV
7KHFRLOHGWXEHULJVDUHVPDOOHUZLWKWKHODUJHVWWDNLQJDERXW
VHPLWUDLOHUVWRPRYHDVRSSRVHGWRRUVHPLWUDLOHUORDGVIRU
WKHFRQYHQWLRQDOGULOOLQJULJ&RLOHGWXEHULJVDUHDOVRTXLHWHUUH
GXFHWKHDPRXQWRIWLPHQHHGHGWRGULOODZHOODQGKDYHFXWFRVWV
E\SHUFHQWDFFRUGLQJWRWHVWVUXQE\WKH1DWLRQDO(QHUJ\7HFK
QRORJ\/DERUDWRU\

(YHQWKRXJK(Q&DQDKDVPDGHVRPHFKDQJHVDQGDSSHDUV
SRLVHGWRPDNHPRUHPDQ\UHVLGHQWVDUHVWLOOIUXVWUDWHGE\
WKHWUDI¿FQRLVHDQGRGRUV7KH&RORUDGR2LODQG*DV&RQ
VHUYDWLRQ&RPPLVVLRQZKLFKLVLQFKDUJHRILQVSHFWLQJWKH
ZHOOVDQGHQVXULQJWKDWUHJXODWLRQVDUHEHLQJPHWFXUUHQWO\
KDVRQO\QLQHLQVSHFWRUVIRUWKHZHOOVLWRYHUVHHV
:LWKRYHUZHOOVIRUHDFKLQVSHFWRULWLVHDV\WRXQGHU
VWDQGZK\VRPHORFDO UHVLGHQWVDUHFRQFHUQHG WKDW UHJXOD
WLRQVPD\QRWEHHQIRUFHG
7KH*UDQG9DOOH\&LWL]HQV$OOLDQFH*9&$ZDVIRUPHGLQ
ZLWKWKHJRDORIUHSUHVHQWLQJORFDOUHVLGHQWVDQGSXVK
LQJHQHUJ\FRPSDQLHVWRDGRSWEHVWLQGXVWU\SUDFWLFHV5H
FHQWO\WKH*9&$KHOSHGGUDIWD
SODQQLQJGRFXPHQWWRHQFRXUDJH
UHVSRQVLEOHHQHUJ\GHYHORSPHQW
2QHRIWKHORFDOGULOOLQJFRPSD
QLHV$QWHUR5HVRXUFHV&RUSRUD
WLRQ KDV WDNHQ D OHDGHUVKLS UROH
LQWKHUHJLRQDQGZDVLQYROYHGLQ
ZULWLQJWKHSODQ*9&$PHPEHU
3HJJ\ 8WHVFK VWDWHG ³,¶P QRW
DZDUHRIDQ\RWKHUFRPPXQLWLHV
WKDWKDYHGRQHWKLV´
7KH*UDQG9DOOH\RIZHVWHUQ&RO
RUDGRKDVKDGDORQJKLVWRU\ZLWK
WKHHQHUJ\LQGXVWU\ZLWKQRHQG
LQ VLJKW $FFRUGLQJ WR $QGUHZ
0F*UHJRUWKH'LUHFWRURI&RP
PXQLW\ 'HYHORSPHQW IRU *OHQ
ZRRG 6SULQJV ³WKH ERRPEXVW
F\FOH ZLOO NHHS UHSHDWLQJ LWVHOI
DV ORQJ DV WKHUH LV VRPHWKLQJ LQ
WKHJURXQGZRUWK WDNLQJ´ )RU
WKHFLWL]HQVRIWKH*UDQG9DOOH\
WKH EHVW SUDFWLFH HIIRUWV RI ORFDO
HQHUJ\ FRPSDQLHV DQG WKHZRUN
RIFLWL]HQVJURXSVOLNHWKH*UDQG
9DOOH\&LWL]HQV$OOLDQFHSURYLGH
KRSHIRUPRUHWKRXJKWIXOERRPV
DQGIHZHUXQH[SHFWHGEXVWV
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(,$$QQXDO5HYLHZRI(QHUJ\7DEOH(QHUJ\&RQVXPSWLRQE\6RXUFHKWWSZZZHLD
GRHJRYHPHXDHUW[WVWE[OV
7DNHQIURPWKH(,$$QQXDO5HYLHZRI(QHUJ\7DEOHE
KWWSZZZHLDGRHJRYHPHXDHUFRQVXPSKWPO
&DOFXODWHG IURP(,$$QQXDO5HYLHZRI(QHUJ\7DEOHVDQG(QHUJ\&RQ
VXPSWLRQE\6RXUFHKWWSZZZHLDGRHJRYHPHXDHUW[WVWE[OV
&DOFXODWHG IURP(,$$QQXDO5HYLHZRI(QHUJ\7DEOHVDQG(QHUJ\&RQ
VXPSWLRQE\6RXUFHKWWSZZZHLDGRHJRYHPHXDHUW[WVWE[OV
&DOFXODWHG IURP  (,$$QQXDO 5HYLHZ RI (QHUJ\ G  (QHUJ\ &RQVXPSWLRQ E\
6RXUFHKWWSZZZHLDGRHJRYHPHXDHUW[WVWE[OV
(QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ ³&UXGH 2LO 3URGXFWLRQ´ KWWSWRQWRHLDGRHJRY
GQDYSHWSHWBFUGBFUSGQBDGFBPEEOBDKWP
,ELG
(QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ³1DWXUDO*DV7RWDO*URVV:LWKGUDZDOV´KWWSWRQWR
HLDGRHJRYGQDYQJQJBSURGBVXPBGFXB186BPKWP
,ELG
(QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ³1XPEHURI3URGXFLQJ*DV:HOOV´KWWSWRQWRHLD
GRHJRYGQDYQJQJBSURGBZHOOVBVBDKWP
,ELG
(QHUJ\ ,QIRUPDWLRQ$GPLQLVWUDWLRQ ³$QQXDO (QHUJ\2XWORRN ´ KWWSZZZHLD
GRHJRYRLDIDHRLQGH[KWPO
³5RFN\0RXQWDLQ6WDWHV1DWXUDO*DV3URGXFWLRQ5HVRXUFH3RWHQWLDODQG3UHUHTXLVLWHVWR
([SDQGHG3URGXFWLRQ´'HSDUWPHQWRI(QHUJ\2I¿FHRI)RVVLO(QHUJ\6HSWHPEHU
S
³86 *HQHUDO 6HUYLFHV$GPLQLVWUDWLRQ 7DEOH &RPSDULVRQ RI )HGHUDOO\ 2ZQHG /DQG
ZLWK7RWDO$FUHDJHE\6WDWHDVRI6HSWHPEHU´KWWSZZZEOPJRYQDWDFTSOV
SGISDUWSGIVHDUFK JHQHUDOVHUYLFHVDGPLQLVWUDWLRQ%SHUFHQWIHGHU
DOODQG6HSWHPEHU
³%/0)DFWV´KWWSZZZEOPJRYQKSIDFWVLQGH[KWP6HSWHPEHU
%RE5DQGDOO$WWRUQH\ZLWK:HVWHUQ5HVRXUFH$GYRFDWHV LQWHUYLHZE\DXWKRU -XO\

(UQLH*LOOLQJKDP%/0&DQRQ&LW\LQWHUYLHZE\DXWKRU-XQH
6HQDWH&RPPLWWHHRQ(QHUJ\DQG1DWXUDO5HVRXUFHV³,PSDFWVRIWKH(QHUJ\3ROLF\
$FW´ZZZFUDLJVHQDWHJRYHQHUJ\EURFKXUHSGI
6WDWHPHQWRI*DOH$1RUWRQ0DUFKKWWSZZZGRLJRYLHSDLQGH[KWPO
(QHUJ\ ,QIRUPDWLRQ $GPLQLVWUDWLRQ ³3URYHG 2LO 5HVHUYHV´ KWWSWRQWRHLDGRHJRY
GQDYSHWSHWBFUGBSUHVBDB(3&B5BPPEEOBDKWP
(QHUJ\,QIRUPDWLRQ$GPLQLVWUDWLRQ³3URYHG1DWXUDO*DV5HVHUYHV´KWWSWRQWRHLDGRH
JRYGQDYQJQJBHQUBVXPBDB(3*B5B%&)BDKWP
'XDQH=DYDGLO³0HHWLQJ$PHULFD¶V1DWXUDO*DV'HPDQGV´2FWREHU'HQYHU
3RVW2SLQLRQV
,ELG
0LQHUDOV 0DQDJHPHQW 6HUYLFH ³$OO 5HSRUWHG 5R\DOWLHV´ KWWSZZZPUPPPVJRY
050:HE6WDWV'LVEXUVHPHQWVB5R\DOWLHVDVS["UHSRUW $OO5HSRUWHG5R\DOW\5HYHQXHV	\H
DUW\SH )<	\HDU 6HSWHPEHU
7KHDJHQFLHVZKLFKIXQGVFDQEHWUDQVIHUUHGWRDUHWKH86)LVKDQG:LOGOLIH6HUYLFH
%XUHDXRI,QGLDQ$IIDLUV)RUHVW6HUYLFH(QYLURQPHQWDO3URWHFWLRQ$JHQF\&RUSVRI(Q
JLQHHUVDQGWKHVWDWHVRI:\RPLQJ&RORUDGR0RQWDQD8WDKDQG1HZ0H[LFR(QHUJ\
3ROLF\$FWRI3XEOLF/DZWK&RQJUHVV6HF
0LQHUDOV 0DQDJHPHQW 6HUYLFH ³$OO 5HSRUWHG 5R\DOWLHV´ KWWSZZZPUPPPVJRY
050:HE6WDWV'LVEXUVHPHQWVB5R\DOWLHVDVS["UHSRUW $OO5HSRUWHG5R\DOW\5HYHQXHV	\H
DUW\SH )<	\HDU 6HSWHPEHU
0LQHUDOV 0DQDJHPHQW 6HUYLFH ³$OO 5HSRUWHG 5R\DOWLHV´ KWWSZZZPUPPPVJRY
050:HE6WDWV'LVEXUVHPHQWVB5R\DOWLHVDVS["UHSRUW $OO5HSRUWHG5R\DOW\5HYHQXHV	\H
DUW\SH )<	\HDU 	GDWHW\SH $<6HSWHPEHU
&DOFXODWHGIURPVWDWLVWLFVIURP0LQHUDOV0DQDJHPHQW6HUYLFHZHEVLWHKWWSZZZPUP
PPVJRY050:HE6WDWV+RPHDVS[
³1DWXUDO*DV%RRP$IIHFWV5XUDO:\RPLQJ7RZQ´KWWSZZZSEVRUJQHZVKRXUEE
EXVLQHVVMXO\GHFJDVBKWPODLUHG$XJXVW
&ROLQ/DLUG'LUHFWRURI+HDOWK\0RXQWDLQ&RPPXQLWLHV LQWHUYLHZE\DXWKRU-XO\

%UHWW.LQJVEXU\3UHVLGHQWRI6FKRRO%RDUGLQWHUYLHZE\DXWKRU3LQHGDOH:\RPLQJ
$XJXVW
:\RPLQJ'HSDUWPHQWRI7UDQVSRUWDWLRQGDWDFRXUWHV\RI6XEOHWWH&RXQW\6RFLRHFRQRP
LF2I¿FHKWWSZZZVXEOHWWHVHRUJ7UDI¿FKWPO6HSWHPEHU
%XUHDXRI/DERU6WDWLVWLFV&RXQW\8QHPSOR\PHQW<HDUO\$YHUDJHVKWWSZZZEOVJRY
ODXKRPHKWP$XJXVW
%UHWW.LQJVEXU\3UHVLGHQWRI6FKRRO%RDUGLQWHUYLHZE\DXWKRU3LQHGDOH:\RPLQJ
$XJXVW
:D\QH³%DUG\´%DUGLQ6XEOHWWH&RXQW\6KHULII LQWHUYLHZE\DXWKRU3LQHGDOH:\R
PLQJ$XJXVW
,ELG
5DQG\5XVVHOO*DU¿HOG&RXQW\ 6HQLRU /RQJ5DQJH 3ODQQHU LQWHUYLHZ E\ DXWKRU 
$XJXVW
-&7KRPSVRQ³7KH*LOOHWWH6\QGURPH0\WKRU5HDOLW\´:\RPLQJ,VVXHV 6SULQJ
±TXRWHGLQ.XUW)LQVWHUEXVFK³/RFDO6RFLDO'LVUXSWLRQDQG:HVWHUQ(QHUJ\
'HYHORSPHQW&RPPHQWDU\´3DFL¿F6RFLRORJLFDO5HYLHZ9RO1R-XO\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ZLWKDQROGHUEXLOGLQJVWRFNWHQGWRGHFOLQHDQGROGHUFLWLHV
WHQG WRKDYHPRUHPDVV WUDQVLWRSWLRQVDQG IHZHUFRPPXW
HUV
+LJKLPPLJUDQWSRSXODWLRQ&LWLHVZLWKODUJHUIRUHLJQERUQ
SRSXODWLRQVJUHZWKHIDVWHVWIURP±
&LW\UDWLQJJXLGHVPD\DOVRSURYLGHLQVLJKWDVWRZK\VRPH
FLWLHV DUH DWWUDFWLYH 7KH 3ODFHV 5DWHG$OPDQDF DQG &LWLHV
5DQNHG	5DWHGJXLGHV MXGJHPHWURSROLWDQ DUHDV EDVHGRQ
QXPHURXVFULWHULDLQFOXGLQJFRVWRIOLYLQJHFRQRP\DQGMREV
)ODJVWDII$=
7XFVRQ$=
3UHVFRWW$=
<XPD$=
6DOW/DNH&LW\87
$OEXTXHUTXH10
%RLVH&LW\1DPSD,'
&DVSHU:<
3KRHQL[0HVD6FRWWVGDOH$=
'HQYHU$XURUD&2
%LOOLQJV07
5HQR6SDUNV19
)DUPLQJWRQ10
3URYR2UHP87
*UHHOH\&2
/DV9HJDV3DUDGLVH19
/DV&UXFHV10
,GDKR)DOOV,'
3XHEOR&2
3RFDWHOOR,'
0LVVRXOD07
&KH\HQQH:<
*UHDW)DOOV07
*UDQG-XQFWLRQ&2
6W*HRUJH87
/RJDQ87,'
6DQWD)H10
&RHXUG
$OHQH,'
/HZLVWRQ,':$
&DUVRQ&LW\19
&RORUDGR6SULQJV&2
)RUW&ROOLQV/RYHODQG&2
2JGHQ&OHDUILHOG87
%RXOGHU&2
06$%RXQGDU\
)LJXUH 
5RFNLHV0HWURSROLWDQ6WDWLVWLFDO$UHDVDQGWKHLU&RXQW\
&RPSRQHQWV
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:\RPLQJ
8WDK
1HZ0H[LFR
1HYDGD
0RQWDQD
,GDKR
&RORUDGR
$UL]RQD
           




)LJXUH
5RFNLHV3RSXODWLRQ E\6WDWH 
6RXUFH86&HQVXV%XUHDX
3R
SX
OD
WLR
Q
)DFLQJSDJHSKRWR6DOW/DNH&LW\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
FOLPDWHHGXFDWLRQKHDOWKDQGKHDOWKFDUHFULPHWUDQVSRUWDWLRQOHL
VXUHDUWVDQGFXOWXUHTXDOLW\RIOLIHFULPHDQGUHFUHDWLRQ:HVWHUQ
06$VDSSHDUVSRUDGLFDOO\LQWKHJXLGHV¶WRSOLVWVEXWWKHRQO\
FDWHJRULHVZKHUH:HVWHUQ FLWLHV FRQVLVWHQWO\ HDUQ KLJK UDQNV DUH
IRUHFRQRP\DQGSURMHFWHG MREJURZWK7KH3ODFHV5DWHG$OPD
QDFSODFHV3KRHQL[±0HVDDQG/DV9HJDV¿UVWDQGVHFRQGDQG6DOW
/DNH&LW\±2JGHQ'HQYHU7XFVRQDQG%RLVHZLWKLQWKHWRS
,Q&LWLHV5DQNHGDQG5DWHGHLJKW:HVWHUQ06$VUDQNLQWKHWRS
FLWLHVIRUKLJKKRXVHKROGLQFRPHJURZWKDQGQLQH:HVWHUQ06$V
DUHLQWKHWRSIRUSURMHFWHGMREJURZWK
*URZWK LQ WKH DFWXDOEXLOGLQJ VWRFNRI:HVWHUQ FLWLHV LVSHUKDSV
HYHQPRUHSHUWLQHQWWRWKLVGLVFXVVLRQWKDQSRSXODWLRQJURZWK$
%URRNLQJV,QVWLWXWLRQUHSRUWH[DPLQHGWKHOLNHO\LQFUHDVHLQ
GHPDQGIRUUHVLGHQWLDOXQLWVWKDWZLOOUHVXOWIURPSURMHFWHGSRSXOD
WLRQJURZWKWR7KHLUUHVXOWVVKRZPDMRUFKDQJHVLQVWRUH
IRUWKH5RFNLHV2IWKHWRSWHQVWDWHVZKHUHUHVLGHQWLDOFRQVWUXF
WLRQ LV SURMHFWHG WR JURZ WKHPRVW VL[ DUH LQ WKH5RFNLHVZLWK
1HYDGD$UL]RQDDQG8WDKUDQNLQJ¿UVWVHFRQGDQGWKLUGUHVSHF
WLYHO\7DEOH2QWKHFLW\OHYHOWKUHH06$VLQWKH5RFNLHVDUH
RQWKHWRSWHQOLVW/DV9HJDVUDQNHG3KRHQL[UDQNHGDQG
6DOW/DNH&LW\UDQNHG7DEOH
7KHVH VWDWLVWLFV GHPRQVWUDWH WKDW PHWURSROLWDQ JURZWK LV RQ WKH
ZD\EXWZKDWIRUPZLOOWKLVJURZWKWDNH"7KHIROORZLQJVHFWLRQV
WDNHDFORVHUORRNDWWKUHHSRVVLELOLWLHVQHZXUEDQLVPSURMHFWVUH
WLUHPHQWFRPPXQLWLHVDQGJDWHGFRPPXQLWLHV
)ODJVWDII$=
7XFVRQ$=
3UHVFRWW$=
<XPD$=
6DOW/DNH&LW\87
$OEXTXHUTXH10
%RLVH&LW\1DPSD,'
&DVSHU:<
3KRHQL[0HVD6FRWWVGDOH$=
'HQYHU$XURUD&2
%LOOLQJV07
5HQR6SDUNV19
)DUPLQJWRQ10
3URYR2UHP87
*UHHOH\&2
/DV9HJDV3DUDGLVH19
/DV&UXFHV10
,GDKR)DOOV,'
3XHEOR&2
3RFDWHOOR,'
0LVVRXOD07
&KH\HQQH:<
*UHDW)DOOV07
*UDQG-XQFWLRQ&2
6W*HRUJH87
/RJDQ87,'
6DQWD)H10
&RHXUG
$OHQH,'
/HZLVWRQ,':$
&DUVRQ&LW\19
&RORUDGR6SULQJV&2
)RUW&ROOLQV/RYHODQG&2
2JGHQ&OHDUILHOG87
%RXOGHU&2
3RSXODWLRQ





06$%RXQGDU\
)ODJVWDII$=
7XFVRQ$=
3UHVFRWW$=
<XPD$=
6DOW/DNH&LW\87
$OEXTXHUTXH10
%RLVH&LW\1DPSD,'
&DVSHU:<
3KRHQL[0HVD6FRWWVGDOH$=
'HQYHU$XURUD&2
%LOOLQJV07
5HQR6SDUNV19
)DUPLQJWRQ10
3URYR2UHP87
*UHHOH\&2
/DV9HJDV3DUDGLVH19
/DV&UXFHV10
,GDKR)DOOV,'
3XHEOR&2
3RFDWHOOR,'
0LVVRXOD07
&KH\HQQH:<
*UHDW)DOOV07
*UDQG-XQFWLRQ&2
6W*HRUJH87
/RJDQ87,'
6DQWD)H10
&RHXUG
$OHQH,'
/HZLVWRQ,':$
&DUVRQ&LW\19
&RORUDGR6SULQJV&2
)RUW&ROOLQV/RYHODQG&2
2JGHQ&OHDUILHOG87
%RXOGHU&2
3RSXODWLRQ
3URMHFW&KDQJH





06$%RXQGDU\
7KH*URZLQJ5RFNLHV/DV9HJDV
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)LJXUH  )LJXUH
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7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
6PDUW*URZWKDQG1HZ8UEDQLVP
7R WKRVH WKDW DEKRU XUEDQ VSUDZO WKH DOWHUQDWLYH OLHV LQ ³VPDUW
JURZWK´6PDUWJURZWKUHIHUV WRPXQLFLSDOSROLFLHV WKDWSURPRWH
³OLYDELOLW\´RU³SODFHPDNLQJ´6SHFL¿FDOO\LWLVPHDQWWRHQFRXU
DJHZDONDELOLW\FRPSDFWGHVLJQPL[HGODQGXVHDQGHQYLURQPHQ
WDOVWHZDUGVKLS)UHTXHQWO\FLWHGH[DPSOHVRIVPDUWJURZWKSROLFHV
DUH¿QDQFLQJKLJKGHQVLW\GHYHORSPHQWUHZULWLQJ]RQLQJODZVWR
DOORZIRUKLJKGHQVLW\DQGFUHDWLQJXUEDQSODQQLQJFRPPLWWHHV
7KH GHVLJQPRYHPHQW RI QHZXUEDQLVP HPERGLHV VPDUW JURZWK
SROLFLHV:KHUHVPDUWJURZWKGHVFULEHVWKHSROLF\WRROVQHZXU
EDQLVPGHVFULEHV WKHDUFKLWHFWXUDOGHVLJQ WRROV WKDWSURPRWH OLY
DELOLW\7KHUHDUHVHYHUDOGLIIHUHQWGHVLJQVW\OHVWKDWHPERG\VPDUW
JURZWK LGHDOV VXFK DV QRQWUDGLWLRQDO GHVLJQ DQG WUDQVLWRULHQWHG
GHYHORSPHQWDQGDOWKRXJK WKHVH WHUPVDUHQRWFRPSOHWHO\ LQWHU
FKDQJHDEOHIRUWKHVDNHRIFRQVLVWHQF\DQGFODULW\ZHZLOOXVHWKH
WHUPQHZXUEDQLVPWRHQFRPSDVVDOORIWKHP
1HZXUEDQLVPZDVVHWLQPRWLRQE\DUFKLWHFWV$QGUHV'XDQ\(OL]
DEHWK3ODWHU=\EHUNDQG3HWHU&DOWKRUSH%\IRFXVLQJRQVWUHQJWK
HQLQJWKHVHQVHRI³FRPPXQLW\´ZLWKLQQHLJKERUKRRGVQHZXUEDQ
LVP SURYLGHV DQ DOWHUQDWLYH WR WKH JHQHULF DQG UHGXQGDQW QDWXUH
RI WUDGLWLRQDO$PHULFDQVXEXUEVZLWK WKHLU FRRNLHFXWWHUKRXVLQJ
GHYHORSPHQWVPDOOVDQGRI¿FHSDUNV$GHYHORSPHQW IROORZLQJ
QHZXUEDQLVPSULQFLSOHVSURPRWHVIDFHWRIDFHLQWHUDFWLRQDPRQJ
DGLYHUVHVHWRIQHLJKERUVE\UHGXFLQJH[FOXVLRQDU\SUDFWLFHVDQG
SULYDWHVSDFHDQGPD[LPL]LQJSXEOLFVSDFHDQGIDFLOLWLHV7KHHI
IRUW WKDWJRHV LQWR³SODFHPDNLQJ´VHSDUDWHVQHZXUEDQLVPIURP
WUDGLWLRQDOVW\OHUHDOHVWDWHGHYHORSPHQW1HZXUEDQLVPLVODEHOHG
DQHRWUDGLWLRQDOGHVLJQPRYHPHQWLQWKDWLWVHHNVWRFUHDWHDQDW
PRVSKHUHRIFLWLHVEHIRUHWKHDXWRPRELOHH[SORVLRQLQWKHV
,WUHÀHFWVDGHVLUHWRUHWXUQWRDWLPHZKHQWRZQVKDGXQLTXHFKDU
DFWHUWKDWFRQWULEXWHGWRWKHLUVRFLDOYLEUDQF\DQGLQFUHDVHGTXDOLW\
RIOLIH
7KH&RQJUHVVIRUWKH1HZ8UEDQLVPLVDQRUJDQL]DWLRQFRPSULVHG
RI DUFKLWHFWV FLW\ JRYHUQPHQWV HQYLURQPHQWDOLVWV EXVLQHVVHV
WUDQVLWDJHQFLHVDQGRWKHUFLWL]HQVWKDWVXEVFULEHWRWKHWHQDQWVRI
WKH QHZ XUEDQLVW GHVLJQPRYHPHQW7KH ¿UVW WZR SDUDJUDSKV RI
WKHLU³&KDUWHUIRUWKH1HZ8UEDQLVP´GHVFULEHWKHJHQHUDOWKUXVW
RIWKHLUPRWLYDWLRQ
7KH*URZLQJ5RFNLHV3KRHQL[
7
+
(*
52
:
,1
*5
2
&.
,(
6
6WDWH 1DWLRQDO
5DQN
5RFNLHV
5DQN
3HUFHQW1HZ
+RXVLQJ
8QLWV
1HYDGD   
$UL]RQD   
8WDK   
,GDKR   
&RORUDGR   
1HZ0H[LFR   
0RQWDQD   
:\RPLQJ   
06$ 1DWLRQDO
5DQNV
5RFNLHV
5DQN
3HUFHQW1HZ
+RXVLQJ
8QLWV
/DV9HJDV   
3KRHQL[   
6DOW/DNH&LW\   
7XFVRQ   
'HQYHU   
7DEOH 
3UHGLFWHG*URZWKLQ 5HVLGHQWLDO+RXVLQJ8QLWV
LQ5RFNLHV¶6WDWHV
6RXUFH $UWKXU&1HOVRQ³7RZDUGD1HZ 0HWURSROLV´
7DEOH 
3UHGLFWHG*URZWKLQ 5HVLGHQWLDO+RXVLQJ8QLWV
$PRQJ6HOHFWHG5RFNLHV¶06$V
6RXUFH $UWKXU&1HOVRQ³7RZDUGD1HZ0HWURSROLV´
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
7KH*URZLQJ5RFNLHV'HQYHU
&RPPXQLW\3UR¿OH6WDSOHWRQ&2
7KH6WDSOHWRQUHGHYHORSPHQWORFDWHGRQWKHROGVLWHRIWKH6WDSOHWRQ,QWHUQDWLRQDO$LUSRUWLQ'HQYHULVWKHQDWLRQ¶VODUJHVWXUEDQLQ¿OOSURMHFW
7KHSURMHFWKDVJDUQHUHGQDWLRQDODQGLQWHUQDWLRQDODWWHQWLRQDVDODUJHVFDOHQHZXUEDQLVPSURMHFWWKDWFRXOG³FKDQJHWKHSDWWHUQRIVSUDZOWKDW
KDVVFDUUHGVRPDQ\RIWKHQDWLRQ¶VFLWLHV´
7KH3ODQ
,Q6WDSOHWRQ,QWHUQDWLRQDO$LUSRUWFORVHGDQGWKH6WDSOHWRQ'HYHORSPHQW)RXQGDWLRQSURGXFHGWKHGHYHORSPHQWSODQIRUWKH6WDSOHWRQ
LQ¿OO7KHGHYHORSPHQWSODQFDOOWKH³*UHHQ%RRN´RXWOLQHVWKHJXLGLQJSULQFLSOHVRIWKHSURMHFW7KHVHSULQFLSOHVFRLQFLGHZLWKWKH³&KDUWHU
RIWKH1HZ8UEDQLVP´DGRFXPHQWSURGXFHGE\WKH&RQJUHVVIRUWKH1HZ8UEDQLVPDQGPHDQWWROD\GRZQWKHIXQGDPHQWDOLGHDOVRIWKHQHZ
XUEDQLVPPRYHPHQW6SHFL¿FDOO\ERWKWKH&KDUWHUIRUWKH1HZ8UEDQLVPDQG6WDSOHWRQ¶V*UHHQ%RRNIRFXVRQFXOWXUDODQGHFRQRPLFGLYHU
VLW\ZDONDELOLW\DQGPDVVWUDQVLWDQGHQYLURQPHQWDOVWHZDUGVKLS)RUH[DPSOHWKH*UHHQ%RRNGLFWDWHVWKDWSHUFHQWRIWKHUHQWDOXQLWVDQG
SHUFHQWRIWKHIRUVDOHXQLWVPXVWEHFODVVL¿HGDVDIIRUGDEOHKRXVLQJWRHQFRXUDJHGLYHUVLW\,QGLYLGXDOQHLJKERUKRRGVZLWKLQWKH6WDSOHWRQ
UHGHYHORSPHQWDUHWREHEXLOWDURXQGVFKRROVDQGPXOWLXVHFRPPXQLW\IDFLOLWLHVWKDWDFWDVWKHKXERIWKHQHLJKERUKRRG,QDGGLWLRQWRWKHHQ
YLURQPHQWDOEHQH¿WVRISURPRWLQJZDONDELOLW\WKHSODQFDOOVIRUDQHQHUJ\DQGZDWHUFRQVFLRXVLQIUDVWUXFWXUH6WDSOHWRQDOVRERDVWVPRUHWKDQ
DFUHVRISDUNVWUDLOVDQGRSHQVSDFHLQFUHDVLQJWKHWRWDODPRXQWRIRSHQVSDFHLQWKH'HQYHUDUHDE\SHUFHQW
,PSOHPHQWDWLRQ
,Q)RUHVW&LW\'HYHORSPHQWZDVKLUHGWRLPSOHPHQWWKHSODQODLGRXWLQWKH*UHHQ%RRN&RQVWUXFWLRQRIWKHVLWHEHJDQLQDVRI
\HDUHQGWKH6WDSOHWRQ5HGHYHORSPHQW$UHDKDGUHVLGHQWVKRPHVHPSOR\HHVDQGPLOOLRQVTXDUHIHHWRIQRQ
UHVLGHQWLDOVSDFH7KLVUHSUHVHQWVMXVWRYHUSHUFHQWRIWKHSURMHFW¶VHVWLPDWHGUHVLGHQWLDOEXLOGRXWDQGRYHUSHUFHQWRIWKHQRQUHVLGHQWLDO
EXLOGRXW$WWKHVDPHWLPHFRQVWUXFWLRQRIWKHLQIUDVWUXFWXUHZDVSHUFHQWFRPSOHWHDWDFRVWRIQHDUO\PLOOLRQ
:LWKRQHQRWDEOHH[FHSWLRQ)RUHVW&LW\'HYHORSPHQWKDVVXFFHHGHGLQWUDQVODWLQJWKHLUQHZXUEDQLVPGHVLJQSULQFLSOHVLQWRUHDOLW\DW6WDSOH
WRQ7KHH[FHSWLRQLVWKH4XHEHF6TXDUHVKRSSLQJFHQWHUZKLFKLQFOXGHVD:DO0DUW+RPH'HSRWDQG6DP¶V&OXE7KHVHELJER[VWRUHVVHHP
FRQWUDU\WRWKHLGHDOVRIQHZXUEDQLVPDQGZHUHQHYHUPHQWLRQHGLQWKH*UHHQ%RRN%XW7RP*OHDVRQWKHSURMHFW¶VYLFHSUHVLGHQWIRUSXEOLF
UHODWLRQVH[SODLQVWKLVZDVDQHFHVVDU\¿QDQFLDOERRVW$QGHYHQWKHVHVWRUHVDUHVHWRQDVWDQGDUGVWUHHWJULGZLWKVLGHZDONVDQGWUHHVWRHQ
FRXUDJHSHGHVWULDQWUDI¿F $FFRUGLQJWR+DQN%DNHUDVHQLRUYLFHSUHVLGHQWDW)RUHVW&LW\6WDSOHWRQ³4XHEHF6TXDUHZKLFKRSHQHGLQ
EULQJVLQPLOOLRQDQQXDOO\LQSURSHUW\DQGVDOHVWD[HVQHDUO\VHYHQWLPHVWKHDPRXQWIURPWKHSURMHFW¶V¿UVWKRPHV´
$UHSRUWSXEOLVKHGRQ6HSWHPEHUVD\VWKDWVLQFHWKHUHGHYHORSPHQWEHJDQLQ6WDSOHWRQKDVJHQHUDWHGELOOLRQLQ¿VFDO
LPSDFWWRWKH0HWUR'HQYHUDUHDZLWKDQHVWLPDWHGWRWDOELOOLRQLPSDFWWKURXJKEXLOGRXW,QDGGLWLRQWKH6WDSOHWRQUHGHYHORSPHQWKDV
EHHQFUHGLWHGZLWKVSXUULQJHFRQRPLFDFWLYLW\LQVXUURXQGLQJQHLJKERUKRRGVDVEXVLQHVVHVDUHUXVKLQJLQWRLPSURYHUXQGRZQDUHDVDURXQG
6WDSOHWRQDQGFDSLWDOL]HRQWKHDSSHDORIWKHWUHQG\QHZQHLJKERUKRRG
6WDSOHWRQKDVUHFHLYHGDGGLWLRQDOSUDLVHIRUEHLQJDSDUWRIWKHQDWLRQDO(QHUJ\6WDUSURJUDPSURPRWLQJHQHUJ\HI¿FLHQWKRXVLQJ7KHSURMHFW
DOVRKDVD³VXVWDLQDELOLW\GLUHFWRU´DGYLVLQJRQHQHUJ\FRQVHUYLQJPDWHULDOVDQGWHFKQLTXHVDORQJZLWKVDYLQJZDWHULQQHZFRQVWUXFWLRQ :LOO
&R\QHWKHODQGXVHDGYRFDWHIRU(QYLURQPHQW&RORUDGRKDVSUDLVHG6WDSOHWRQDV³RQHRIWKHEHVWH[DPSOHVRIµVPDUWJURZWK¶LQWKH'HQYHU
UHJLRQ´ 7RGDWH6WDSOHWRQKDVZRQWHQQDWLRQDODQGLQWHUQDWLRQDODZDUGVIRUFDWHJRULHVUDQJLQJIURP³XUEDQHQULFKPHQW´WRHQYLURQPHQWDO
VXVWDLQDELOLW\TXDOLW\ODQGXVHDQGFLYLF±FRUSRUDWHFRRSHUDWLRQ
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7KH&RQJUHVV IRU WKH1HZ8UEDQLVP YLHZV GLVLQYHVW
PHQWLQFHQWUDOFLWLHVWKHVSUHDGRISODFHOHVVVSUDZOLQ
FUHDVLQJVHSDUDWLRQE\UDFHDQGLQFRPHHQYLURQPHQWDO
GHWHULRUDWLRQORVVRIDJULFXOWXUDOODQGVDQGZLOGHUQHVV
DQGWKHHURVLRQRIVRFLHW\¶VEXLOWKHULWDJHDVRQHLQWHU
UHODWHGFRPPXQLW\EXLOGLQJFKDOOHQJH
:H VWDQG IRU WKH UHVWRUDWLRQRI H[LVWLQJXUEDQFHQWHUV
DQGWRZQVZLWKLQFRKHUHQWPHWURSROLWDQUHJLRQVWKHUH
FRQ¿JXUDWLRQRIVSUDZOLQJVXEXUEVLQWRFRPPXQLWLHVRI
UHDOQHLJKERUKRRGVDQGGLYHUVHGLVWULFWVWKHFRQVHUYD
WLRQRIQDWXUDOHQYLURQPHQWDQGWKHSUHVHUYDWLRQRIRXU
EXLOWOHJDF\
$OVR LQFOXGHG LQ WKH ³&KDUWHU IRU WKH1HZ8UEDQLVP´ DUHPRUH
VSHFL¿F GHVLJQ HOHPHQWV WKDW HQFRXUDJH ³OLYDEOH´ FRPPXQLWLHV
/LYDEOHFRPPXQLWLHVDUHULFKLQUDFLDODQGHFRQRPLFGLYHUVLW\SUR
PRWHZDONDELOLW\ DQGRIIHUPDVV WUDQVLW DOWHUQDWLYHV DUH GHQVHO\
SRSXODWHGDQGLQFRUSRUDWHPL[HGODQGXVHWKDWSXWVFRPPHUFLDO
UHVLGHQWLDODQGUHFUHDWLRQDOVSDFHDOOLQFORVHSUR[LPLW\
/LYDEOHFRPPXQLWLHVDUHQRW MXVWDERXW LPSURYLQJ WKHTXDOLW\RI
OLIHIRUWKHLUUHVLGHQWV$FFRUGLQJWR%UXFH.DW]DWWKH%URRNLQJV
,QVWLWXWLRQ KLJKGHQVLW\ DQG PL[HG XVH DUH HFRQRPLFDOO\ EHQ
H¿FLDO.DW]DUJXHVWKDWWKHKHDOWKLHVWPXQLFLSDOHFRQRPLHVDUHD
SURGXFWRIVHUYLFHLQGXVWULHVGULYHQE\KXPDQFDSLWDODQGWKHPRVW
WDOHQWHGZRUNHUVDUHDWWUDFWHGWRFLWLHVZLWKYLEUDQWFLW\FHQWHUVDQG
DKLJKTXDOLW\RIOLIH)XUWKHUGHQVHO\SRSXODWHGODERUIRUFHVWKDW
OLYHLQFORVHSUR[LPLW\WRWKHLUMREVDUHVKRZQWREHPRUHSURGXF
WLYHDVLQGLFDWHGE\LQFUHDVHGSDWHQWDFWLYLW\
7KH QHZ XUEDQLVP PRYHPHQW LV EHFRPLQJ PRUH ZHOO NQRZQ
WKURXJKRXWWKH8QLWHG6WDWHVEXWQRWHYHU\RQHLVRQERDUG&ULWLFV
RIQHZXUEDQLVPDQGVPDUWJURZWKHLWKHUGRXEWWKHHIIHFWLYHQHVV
RIWRSGRZQSROLFLHVRUTXHVWLRQWKHQHHGWRKDOWXUEDQVSUDZODW
DOO0DQ\QHZXUEDQLVPSURMHFWVWKDWSURPLVHGPL[HGXVHOLYDEOH
FRPPXQLWLHVDUHVWUXJJOLQJWRIXO¿OOWKHLUYLVLRQ6RPHQHZXUEDQ
LVWFRPPXQLWLHVKDYHKDGWRDFFHSW ODUJHFRPPHUFLDOHQWHUSULVHV
VXFKDVDFKDLQKRWHORU³ELJER[´VWRUHWRSURSXSWKHHFRQRP\RI
WKHGHYHORSPHQW 7KLVLVDQWLWKHWLFDOWRWKHQHZXUEDQLVWYDOXHRI
VPDOOXQLTXHHVWDEOLVKPHQWV6RPH5RFNLHVFLWL]HQVKDYHYRLFHG
WKHLU IUXVWUDWLRQ RQ QHZVSDSHUZHEVLWHV IHHOLQJ EHWUD\HG E\ WKH
QHZXUEDQLVWK\SH,QUHVSRQVHWRDQDUWLFOHDERXWDVWUXJJOLQJQHZ
XUEDQLVP3URMHFWLQ1HZ0H[LFRRQHUHVLGHQWRIWKHFRPPXQLW\
ZURWH³µ1HZ8UEDQLVP¶LVQRWKLQJPRUHWKDQDPDUNHWLQJEX]]
ZRUGWKDWJRHVQH[WWRSUHWW\SLFWXUHVRISHRSOHVWUROOLQJWKURXJKD
OHDI\PDUNHWSODFH'HYHORSHUVFDQQRWFUHDWHDYLOODJH2QO\SHRSOH
FDQ´$QRWKHUZULWHV³µ1HZ8UEDQLVP¶LVDIUHVKDQGVKLQ\QHZ
QDPHIRUSXUSRVHVRIPDUNHWLQJEXWLW¶VWKHVDPHROGVSUDZO´
2WKHU FULWLFV SRLQW RXW GHVLUDEOH HIIHFWV RI VSUDZO$FFRUGLQJ WR
WKH&RORUDGR6SULQJV*D]HWWHORZGHQVLW\KRXVLQJPHDQV³KDUG
ZRUNLQJSHRSOHGRQ¶WKDYHWREHZHDOWK\WRFODLPDSLHFHRIWKH
$PHULFDQ'UHDP´ $QDUWLFOH IURP WKH3URSHUW\ DQG(QYLURQ
PHQW5HVHDUFK&HQWHU 3(5&QRWHV WKDW³VSUDZOKDVRQHPDMRU
WKLQJJRLQJIRULWSHRSOHOLNHLW´0DQ\LQWHUSUHWVSUDZODVWKH
IUHHPDUNHWVXFFHVVIXOO\DGGUHVVLQJSHRSOH¶VWDVWHVDQGSUHIHUHQF
HVLQWKLVFDVHIRUORZGHQVLW\VXEXUEDQKRXVLQJ
1HZXUEDQLVPLVDUHODWLYHO\QHZWUHQGLQXUEDQGHYHORSPHQWDQG
KDV\HW WRSURYH LWVHOIDV WKHDQVZHU WRZRUULHVDERXWXUEDQDQG
VXEXUEDQJURZWK LQ WKH5RFNLHV%XW DVPRUH SHRSOHPRYH LQWR
WKHUHJLRQLQFUHDVLQJQXPEHUVRIPXQLFLSDOLWLHVDUHHQFRXUDJLQJ
VPDUWJURZWKDQGQHZXUEDQLVPSURMHFWV:HVWHUQFLWLHVZLOOVHUYH
DVWHVWLQJJURXQGVIRUYDULRXVSROLF\DQGGHVLJQFRPELQDWLRQVWR
LPSURYHWKHTXDOLW\RIOLIHLQWKH:HVW
5HWLUHPHQW&RPPXQLWLHV
&HQVXV¿JXUHVIURPWKH$PHULFDQ&RPPXQLW\6XUYH\VKRZ
DQLQFUHDVHLQWKHSHUFHQWRIWKHQDWLRQDOSRSXODWLRQDJHGDQG
RYHU7KHHOGHUO\SRSXODWLRQLQWKH86JUHZIURPPLO
OLRQLQWRPLOOLRQLQ 7KLVLQFUHDVHLVQRWVLPSO\D
IXQFWLRQRISRSXODWLRQJURZWKLQJHQHUDOEXWDOVRRIWKH³JUD\LQJ´
RIWKHSRSXODWLRQZLWK\HDUROGVULVLQJIURPSHUFHQWRIWKH
WRWDOSRSXODWLRQLQWRSHUFHQWLQ 7KH86&HQVXV
%XUHDXSUHGLFWVDPDMRUMXPSLQWKHSURSRUWLRQRIHOGHUO\EHJLQ
QLQJLQDVWKHEDE\ERRPHUVWXUQZLWKWKHROGHUSRSXOD
WLRQUHDFKLQJPLOOLRQRUSHUFHQWRI WKH WRWDOSRSXODWLRQ
E\
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7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5' 
$HULDOSKRWRRIWKH6WDSOHWRQUHGHYHORSPHQWFRXUWHV\ RI)RUHVW&LW\'HYHORSPHQW,QF
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
2IWKHQLQHFHQVXVGLYLVLRQVWKH6RXWK$WODQWLF'LYL
VLRQKDVWKHODUJHVWHOGHUO\SRSXODWLRQ)LJXUHEXWWKH
0RXQWDLQ'LYLVLRQFRPSRVHGRIWKHVDPHHLJKWVWDWHV
DVWKH6WDWHRIWKH5RFNLHV3URMHFWVWXG\UHJLRQH[SHUL
HQFHGWKHKLJKHVWSURSRUWLRQDWHJURZWKLQHOGHUO\SRSX
ODWLRQ IURP WR  DW  SHUFHQW 7DEOH 
:LWKLQWKH5RFNLHVVWDWHV1HYDGDVKRZHGWKHKLJKHVW
JURZWK LQ HOGHUO\ SRSXODWLRQ DW  SHUFHQWZKLFK
ZDVDOVR WKHKLJKHVWJURZWKUDWH LQ WKHQDWLRQ 7KH
KLJKHVWDFWXDOSRSXODWLRQLQWKH5RFNLHVKRZHYHU
ZDV LQ$UL]RQD DW  HOGHUO\ UHVLGHQWV LQ 
)LJXUH7KH3KRHQL[±0HVD±6FRWWVGDOH06$KDV
ERWKWKHKLJKHVWHOGHUO\SRSXODWLRQRIDQ\06$LQWKH
:HVWDQGKDGWKHKLJKHVWJURZWKLQWKHSRSXODWLRQ
IURPWR7DEOHVKRZVWKHSRSXODWLRQ
DQGJURZWKDPRQJWKH:HVWHUQ06$¶V
3RSXODWLRQVL]HDQGJURZWKDUHQRWWKHRQO\LPSRUWDQW
DWWULEXWHVRIWKLVGHPRJUDSKLFWUHQG7KHVSHFL¿FFKDU
DFWHULVWLFVRI WKHHOGHUO\SRSXODWLRQDUHDOVRLQ WUDQVL
WLRQ$VDZKROH WKHHOGHUO\DUHQRZPRUHHGXFDWHG
ZHDOWKLHUDQGKHDOWKLHUWKDQSUHYLRXVJHQHUDWLRQV7KH
PHGLDQ LQFRPH IRU WKH  SRSXODWLRQ KDV LQFUHDVHG
IURP  LQ  WR  LQÀDWLRQ DGMXVWHG
WRGROODUV  ,QDGGLWLRQDGYDQFHV LQPHGLFLQH
PHDQ WKDW WKH HOGHUO\ DUH OLYLQJ ORQJHU DQG DUHPRUH
SK\VLFDOO\DFWLYH 7KHUHODWLYHKHDOWKDQGZHDOWKRI
WRGD\¶V HOGHUO\ SRSXODWLRQ FRPSDUHG WR SDVW JHQHUD
WLRQVPD\ H[SODLQ WKH GHFOLQH LQ QXUVLQJ KRPH UHVL
GHQF\ GRZQSHUFHQWEHWZHHQDQGDV
ZHOODVFRQWULEXWH WR WKHSRSXODULW\RI WKH5RFNLHVDV
DORFDWLRQIRUUHWLUHPHQW7KHDJUHHDEOHFOLPDWHDQG
RSHQVSDFHVDSSHDOWRDQDFWLYHSRSXODWLRQ
0DVWHUSODQQHG DJHUHVWULFWHG KRXVLQJ LV JDLQLQJ D
ODUJHU VKDUH RI WKH KRXVLQJPDUNHW IRU WKH HOGHUO\ GHPRJUDSKLF
$FFRUGLQJ WR WKH$PHULFDQ+RXVLQJ6XUYH\ D UHJXODU UHSRUW RQ
KRXVLQJVWDWLVWLFVFRQGXFWHGE\WKH&HQVXV%XUHDXDQG'HSDUWPHQW
RI+RXVLQJ DQG8UEDQ'HYHORSPHQW WKH QXPEHU RI KRXVHKROGV
LQDJHUHVWULFWHGFRPPXQLWLHVLQFUHDVHGE\EHWZHHQ
DQG$VRISHUFHQWRIKRXVHKROGVDJHRUROGHU
OLYHG LQDJHUHVWULFWHGFRPPXQLWLHV 7KHVKDUH LVPXFKKLJKHU
LQ:HVWHUQ06$VWKH$PHULFDQ+RXVLQJ6XUYH\SUR¿OHRI
3KRHQL[VKRZHGWKDWKRXVHKROGVDJHRUKLJKHUZHUHLQ
DJHUHVWULFWHGFRPPXQLWLHV²SHUFHQWRIDOOKRXVHKROGVDJH
DQGRYHU
0DVWHUSODQQHGUHWLUHPHQWFRPPXQLWLHVDUHDUHODWLYHO\QHZWUHQG
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0LGGOH$WODQWLF 
(DVW1RUWK&HQWUDO 
:HVW1RUWK&HQWUDO 
6RXWK$WODQWLF 
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7DEOH 
*URZWKLQ3RSXODWLRQIURPWR
6RXUFH86&HQVXV$PHULFDQ&RPPXQLW\6XUYH\
)LJXUH 
*URZWKLQ3RSXODWLRQIURPWR
6RXUFH86&HQVXV$PHULFDQ&RPPXQLW\6XUYH\
)LJXUH 
*URZWKLQ3RSXODWLRQIURPWR
6RXUFH86&HQVXV$PHULFDQ&RPPXQLW\6XUYH\


3R
SX
OD
WLR
Q


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


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















06$ SRSXODWLRQ

3RSXODWLRQ

$FWXDO
&KDQJH
3HUFHQW
&KDQJH
6W*HRUJH    
/DV9HJDV3DUDGLVH    
5HQR6SDUNV    
6DQWD)H    
&RHXUG¶$OHQH    
<XPD    
)DUPLQJWRQ    
3URYR2UHP    
/DV&UXFHV    
3UHVFRWW    
)ODJVWDII    
%RLVH&LW\1DPSD    
*UHHOH\    
,GDKR)DOOV    
&RORUDGR6SULQJV    
)RUW&ROOLQV/RYHODQG    
3KRHQL[0HVD6FRWW
VGDOH
   
*UDQG-XQFWLRQ    
7XFVRQ    
$OEXTXHUTXH    
'HQYHU$XURUD    
2JGHQ&OHDU¿HOG    
&KH\HQQH    
6DOW/DNH&LW\    
%RXOGHU    
3RFDWHOOR    
0LVVRXOD    
/RJDQ    
3XHEOR    
*UHDW)DOOV    
&DVSHU    
%LOOLQJV    
&RPPXQLW\3UR¿OH6XQ/DNHV$=
&KDUDFWHULVWLFVRIWKH'HYHORSPHQW
6XQ/DNHVLVD³UHVRUWVW\OHDFWLYHDGXOWFRPPXQLW\´ORFDWHGLQWKH
VRXWKHUQRXWVNLUWVRI3KRHQL[(QFRPSDVVLQJURXJKO\DFUHV
DQGKRPHWRDSSUR[LPDWHO\UHVLGHQWV  WKHFRPPXQLW\LV
UHVWULFWHGWRWKRVHDQGROGHUDOWKRXJKDOLPLWHGQXPEHURIXQLWV
FDQEHVROG WR WKRVHDQGROGHU ,Q WKHPHGLDQUHVLGHQW
DJHRI6XQ/DNHVZDV 7KHGHYHORSPHQWIHDWXUHVGLIIHUHQW
PRGHOVRIKRPHVDFFRPPRGDWLQJDYDULHW\RIQHHGVDQGLQFRPH
OHYHOV
6XQ/DNHVFDWHUV WR WKH³DFWLYHDGXOW´GHPRJUDSKLFERDVWLQJ
KROHVRIJROI  WHQQLV FRXUWV VWRFNHG¿VKLQJ ODNHV VZLPPLQJ
SRROVDKHDOWKFOXEDQGDVRIWEDOO¿HOG,QDGGLWLRQWKHFRPPX
QLW\KDVWKUHHSKDUPDFLHVZLWKLQWKHGHYHORSPHQWDKHDOWKFHQWHU
ZLWK VHYHUDO GRFWRUV DQG VSHFLDOLVWV RQ VLWH DQGPRUH H[WHQVLYH
KHDOWKIDFLOLWLHVZLWKLQPLOHVLQPHWURSROLWDQ3KRHQL[7KHFORVH
SUR[LPLW\WR3KRHQL[DOVRDOORZV6XQ/DNHVUHVLGHQWVDFFHVVWRDUWV
DQGOHLVXUHFHQWHUV¿QHGLQLQJDQGRWKHUDPHQLWLHVRIDODUJHFLW\
6XQ/DNHVLVDJRRGPRGHORIWKHW\SHRIKLJKTXDOLW\UHWLUHPHQW
FRPPXQLWLHVVSULQJLQJXSWKURXJKRXWWKH:HVW
(G5REVRQDQGWKH'HYHORSPHQWRI6XQ/DNHV
'HYHORSPHQWPRJXO(GZDUG-5REVRQVWDUWHG6XQ/DNHVLQ
3UHYLRXVO\5REVRQZRUNHGDV'LUHFWRURI&RUSRUDWH6DOHVIRUWKH
'HO:HEE&RUSRUDWLRQDGHYHORSPHQWFRPSDQ\VLPLODUO\PDUNHW
LQJWRWKH³DFWLYHUHWLUHH´7KH6XQ/DNHVGHYHORSPHQWLVWKHFHQWHU
SLHFHLQKLVSUROL¿FGHYHORSPHQWFDUHHU7KHLQLWLDOFRQFHSWELOOHG
WKHRQFHUHPRWHGHYHORSPHQWDVDORZEXGJHWDOWHUQDWLYHWROX[XU\
UHWLUHPHQWFRPPXQLWLHVDQGWKHEXVLQHVVPRGHOKDVHYROYHGZLWK
WKHPDUNHW6XQ/DNHVEHJDQZLWKVHYHUDOGRXEOHZLGHWUDLOHUVEXW
QRZIHDWXUHVKRPHVIRUDZLGHUDQJHRILQFRPHVPDQ\VHOOLQJIRU
DQGDVPDOOSRUWLRQIRURYHUPLOOLRQ,Q6XQ
/DNHV³VROGLWVODVWQHZKRPHDQGFORVHGPRGHOVIRUJRRGDIWHU
\HDUVDQGVDOHV´
7KHDJLQJRI$PHULFDLVIDVWIXHOLQJDZLGHYDULHW\RIQHZFRP
PXQLW\ UHVSRQVHV 2IWHQ WKH UHVXOWV DUH KRXVLQJ GHYHORSPHQWV
³JDWHG´DQGUHVWULFWHGE\DJHZKLOHLQIRUPDOVHOIVHOHFWLRQOHDGV
WRPRVWUHVLGHQWVKDYLQJVLPLODUEDFNJURXQGVDQGLQWHUHVWV&RQ
VFLRXVHIIRUWVWRLQIXVHGLYHUVLW\WKURXJKDUDQJHRIKRXVLQJW\SHV
DQGFRVWVIURPDSDUWPHQWVWRFRQGRPLQLXPVJDUGHQKRPHVDQG
VLQJOH³IDPLO\´UHVLGHQFHVKHOSPLWLJDWHZKDWRWKHUZLVHPLJKWEH
KLJKO\UHVWULFWLYHFRPPXQLWLHVZLWKLQWKH5RFNLHVXUEDQDQGVXE
XUEDQDUHDV(G5REVRQKDVEHHQDSLRQHHULQWKH5RFNLHVGHVLJQ
LQJDQGEXLOGLQJKRXVLQJFRPSOH[HVWKDW¿WWKHUDSLGO\FKDQJLQJ
GHPRJUDSKLFVRIWKH5RFNLHV5HJLRQ
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7DEOH 
*URZWKLQ3RSXODWLRQIURPWR
6RXUFH86&HQVXV$PHULFDQ&RPPXQLW\6XUYH\
7+(&2/25$'2&2//(*(67$7(2)7+(52&.,(65(3257&$5'
LQ GHYHORSPHQW LQ WKH 8QLWHG 6WDWHV 3ULRU WR  UHWLUHPHQW
FRPPXQLWLHVGLGQRWH[LVWWKHFRPSDFWPL[HGXVHOD\RXWRIROGHU
FLWLHVPHDQW WKDW WKHHOGHUO\FRXOG OLYHFRPIRUWDEO\ZLWK OLPLWHG
PRELOLW\,QWKHSRVW::,,HUDRIH[SDQGLQJFLWLHVKRZHYHUWKH
HOGHUO\KDYHRIWHQIRXQGWKHPVHOYHVVWUDQGHG:KHUHDVJURFHULHV
SKDUPDFLHVDQGRWKHUGDLO\QHHGVZHUHDWRQHWLPHLQZDONLQJGLV
WDQFHIRUPDQ\WKH\QRZFDQRQO\E\DFFHVVHGE\FDU²DPHDQV
RI FRQYH\DQFH QRW HYHU\ HOGHUO\ SHUVRQ FDQ XWLOL]H 2IWHQ WKH
RQO\FKRLFHOHIWIRUVHQLRUVLVDUHWLUHPHQWFRPPXQLW\RUDVVLVWHG
OLYLQJFHQWHU
2FFDVLRQDOO\WKHUHDULVHXQSODQQHGFRPPXQLWLHVFRPSULVHGPDLQO\
RIUHWLUHGDQGHOGHUO\SHRSOH7KHVHDUHFDOOHG³QDWXUDOO\RFFXUULQJ
UHWLUHPHQWFRPPXQLWLHV´125&V$125&LVDQDUHDRIWHQLQ
VHFWLRQVRIROGHUFLWLHVZKHUHWKHPDMRULW\RIUHVLGHQWVLVLQFUHDV
LQJO\HOGHUO\ 0L[HGXVHDQGSHGHVWULDQIULHQGO\GHVLJQVDOORZ
UHVLGHQWVWRHDVLO\WUDQVLWLRQIURPDQDXWRGHSHQGHQWOLIHVW\OHWRD
UHWLUHPHQWOLIHVW\OH2ULJLQDOO\WKH125&PD\KDYHEHHQGLYHUVH
LQDJHEXWDVWKHUHVLGHQWVDJHGDQGUHPDLQHGLQWKHLUKRPHVRWKHU
ROGHULQGLYLGXDOVIRXQGWKHDUHDDSSHDOLQJ125&VKRZHYHURF
FXUZLWKOHVVIUHTXHQF\VLQFHWKHGHFHQWUDOL]DWLRQRIFLWLHVEHJDQ
DIWHU::,,
7RGD\PDVWHUSODQQHGUHWLUHPHQWFRPPXQLWLHVRIIHUDQDOWHUQDWLYH
KRXVLQJRSWLRQWKDWUHÀHFWVWKHQHHGIRUIXQFWLRQDODQGDSSHDOLQJ
UHWLUHPHQW DPHQLWLHV 'HYHORSHUV WDUJHW WKH QHZ HOGHUO\ GHPR
JUDSKLFE\VKHGGLQJWKHVWDOH³VKXIÀHERDUG´LPDJHDQGPDUNHWLQJ
DQDFWLYH DQGHQJDJLQJZD\RI OLIH FRPSOHWHZLWKJROI FRXUVHV
VSRUWV OHDJXHVDFDGHPLFFRXUVHVVRFLDOJURXSVFRPIRUWDEOHFOL
PDWHDQGDFFHVVWRWKHRXWGRRUV
5HWLUHPHQWFRPPXQLWLHVDUHDQDWWUDFWLYHKRXVLQJDOWHUQDWLYH IRU
WKHHOGHUO\SRSXODWLRQEXWDUHWKH\VXLWDEOHIRUHYHU\RQH"$
$VVRFLDWLRQIRUWKH$GYDQFHPHQWRI5HWLUHG3HUVRQV$$53VWXG\
RXWOLQHVVHYHUDOFULWHULDIRUPHDVXULQJKRZ³OLYDEOH´DFRPPXQLW\
LVIRUWKHHOGHUO\7KHPDVWHUSODQQHGUHWLUHPHQWFRPPXQLWLHVQRZ
SUHYDOHQWLQWKH:HVWVDWLVI\PRVWRIWKHUHTXLUHPHQWV0RVWUHWLUH
PHQWFRPPXQLWLHVSURYLGHDPHDQVIRUVHQLRUVWREHHQJDJHGERWK
SK\VLFDOO\DQGPHQWDOO\DQGRIIHUDVHQVHRIFRPPXQLW\DQGVH
FXULW\ 7KH\DOVRPDNHIRUSHGHVWULDQIULHQGO\FRPPXQLWLHVDQG
KDYHKHDOWK IDFLOLWLHV LQFORVHSUR[LPLW\$ UHSRUW IURP WKH
1DWLRQDO2OGHU$GXOW+RXVLQJ6XUYH\VKRZHGWKDWVHQLRUFLWL]HQV
LQDJHUHVWULFWHGFRPPXQLWLHVEHQH¿WIURPPRUHDFFRPPRGDWLQJ
KRXVLQJ IHDWXUHV HJ ¿UVW ÀRRU EHGURRPV DQG D KLJKHU SUHYD
OHQFHRIFRPPXQLW\DPHQLWLHVDQGDFWLYLWLHVWKDQWKHLUFRXQWHUSDUWV
LQPL[HGDJHFRPPXQLWLHV7KHVSHFLDOL]HGGHVLJQRIUHWLUHPHQW
FRPPXQLWLHV LVDQREYLRXVDGYDQWDJHRYHUPL[HGDJHFRPPXQL
WLHV
$JHUHVWULFWHGGHYHORSPHQWVKRZHYHUIDOOVKRUWRIWKHLGHDOHOGHU
O\KRXVLQJVLWXDWLRQLQWZRZD\V)LUVWWKH\DUHQRWDOZD\VDIIRUG
DEOH:KLOHVRPHGHYHORSPHQWVRIIHUVHYHUDOPRGHOVWRDFFRPPR
GDWHDYDULHW\RILQFRPHOHYHOVWKHSRSXODWLRQLQÀX[LQWKH:HVW
LQSDUWLFXODULVGULYLQJXSKRXVLQJYDOXHV²DQHVSHFLDOO\GLI¿FXOW
FKDOOHQJHIRUROGHUSRSXODWLRQVZKRRIWHQUHO\RQ¿[HGLQFRPHV
6HFRQGD$$53VXUYH\VKRZVWKDWSHUFHQWRISHRSOHRYHU
ZLVK WRVWD\ LQ WKHLUFXUUHQW UHVLGHQFH $JHUHVWULFWHGFRP
PXQLWLHVDUHE\GH¿QLWLRQDSODFHWKDWRQHFDQQRWKDYHJURZQXSLQ
DQGDUHRIWHQGHSLFWHGDV³GHVWLQDWLRQ´DFFRPPRGDWLRQVUHTXLULQJ
D VLJQL¿FDQWPRYH ,Q D OHWWHU SXW EHIRUH WKH 6HQDWH&RPPLWWHH
RQ+HDOWK(GXFDWLRQ/DERUDQG3HQVLRQVWKH$$53YRLFHGWKH
FKDOOHQJH$PHULFDIDFHV³WRFUHDWHOLYDEOHFRPPXQLWLHVZLWKDS
SURSULDWH DQG DIIRUGDEOH KRXVLQJ DGHTXDWH RSWLRQV IRUPRELOLW\
DQGWKHFRPPXQLW\IHDWXUHDQGVHUYLFHVWKDWFDQIDFLOLWDWHSHUVRQDO
LQGHSHQGHQFHDQGFRQWLQXHGHQJDJHPHQWLQFLYLFDQGVRFLDOOLIH´
0DVWHUSODQQHGUHWLUHPHQWFRPPXQLWLHVVDWLVI\PDQ\RIWKHVHFKDU
DFWHULVWLFVEXWDUHQRW¿WIRURUDYDLODEOHWRHYHU\RQH
*DWHG&RPPXQLWLHV
7KH$PHULFDQ+RXVLQJ6XUYH\$+6UHIHUVWRJDWHGFRPPXQLWLHVDV
³VHFXUHG´FRPPXQLWLHVDQGGH¿QHVWKHPDV³UHVLGHQWLDOFRPPXQLWLHV
LQZKLFKSXEOLFDFFHVVE\QRQUHVLGHQWVLVUHVWULFWHGXVXDOO\E\SK\VL
FDOERXQGDULHVVXFKDVJDWHVZDOOVDQGIHQFHVRUWKURXJKSULYDWH
VHFXULW\´
7KH$PHULFDQ+RXVLQJ6XUYH\SURYLGHVWKHPRVWFRPSUHKHQVLYHVWD
WLVWLFVDERXWJDWHGFRPPXQLWLHVLQWKH8QLWHG6WDWHV1DWLRQDOOHYHO
VXUYH\VDUHFRQGXFWHGHYHU\RWKHU\HDU WKHPRVWXSWRGDWHVWDWLV
WLFVDUHIRU7KHQDWLRQDOVXUYH\DOVRSURYLGHVVWDWLVWLFVEURNHQ
RXWIRUWKH1RUWKHDVW0LGZHVW6RXWKDQG:HVWFHQVXVUHJLRQV7KH
:HVW5HJLRQLQFOXGHVWKHHLJKWVWDWH5RFNLHVVWXG\UHJLRQSOXV&DOL
IRUQLD2UHJRQ:DVKLQJWRQ$ODVNDDQG+DZDLL,QDGGLWLRQWRQD
WLRQDODQGUHJLRQDOGDWDWKH$+6SURYLGHVGHWDLOHGKRXVLQJSUR¿OHV
IRU VHOHFW06$V WKURXJKRXW WKHFRXQWU\6LQFH WKH$+6KDV
SURGXFHGVXUYH\VIRUWZR06$VLQWKHHLJKWVWDWHUHJLRQ²3KRHQL[
LQDQG'HQYHULQ
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&RPPXQLW\3UR¿OH<HOORZVWRQH&OXE07
7KH<HOORZVWRQH&OXELV WKHHSLWRPHRID OX[XU\JDWHGFRPPXQLW\LQ
WKH5RFNLHV/RFDWHGRQDFUHVQHDUWKHQRUWKZHVWERUGHURI<HO
ORZVWRQH1DWLRQDO3DUNDWFRPSOHWLRQWKHGHYHORSPHQWZLOODFFRPPR
GDWHQRPRUHWKDQUHVLGHQWLDOSURSHUWLHV$VRI)HEUXDU\WKH
FOXEKDGPHPEHUVHDFKSD\LQJXSZDUGVRIPLOOLRQLQPHPEHU
VKLSIHHVDQGEXLOGLQJFRVWVWREHDSDUWRIWKHGHYHORSPHQW5HFHQWO\
)RUEHVGHFODUHGRQHRIWKHKRPHVLQWKH<HOORZVWRQH&OXEWREHWKHPRVW
H[SHQVLYHKRXVHLQWKHZRUOG²ZRUWKPLOOLRQ
$PHQLWLHVDUHWKHVHOOLQJSRLQWIRUWKH<HOORZVWRQH&OXE7KHGHYHORS
PHQWFODLPVWREHWKHRQO\SULYDWHVNLDQGJROIUHVRUWLQWKHZRUOGDQG
DOVRIHDWXUHVSUHPLHU¿VKLQJZDWHUV0HPEHUVKLSLVE\LQYLWDWLRQRQO\
DQGVRIDU%LOO*DWHV-DFN.HPSDQG'DQ4XD\OHDUHDPRQJWKHVHOHFW
IHZZKRKDYHDFFHSWHG
&RQVWUXFWLRQ RI WKH <HOORZVWRQH &OXE KDV QRW EHHQ ZLWKRXW SURWHVW
-RLQLQJ WKH W\SLFDO FULWLFV RI JDWHG FRPPXQLWLHV DV DZKROH DUH HQYL
URQPHQWDOLVWVZKRFLWHDPXOWLWXGHRIYLRODWLRQV2SSRQHQWVDUJXHWKH
GHYHORSPHQW¶V WUDQVJUHVVLRQV LQFOXGH GXPSLQJ GUHGJHPDWHULDO LQWR D
SURWHFWHGZHWODQGVDQGSROOXWLQJVWUHDPV WKDW IHHG WKH*DOODWLQ5LYHU
)RUGLVUXSWLQJWKHZHWODQGV<HOORZVWRQH&OXEGHYHORSHU7LP%OL[VHWK
SDLGPLOOLRQLQ¿QHVWKHKLJKHVWSHQDOW\HYHUDVVHVVHGIRUDQHQYL
URQPHQWDOWUDQVJUHVVLRQ%OL[VHWKGLGQRWDGPLWJXLOWEXWRSWHGWRSD\
WKH¿QHUDWKHUWKDQHQGXUHGUDZQRXWOLWLJDWLRQ
1RQHWKHOHVVWKH<HOORZVWRQH&OXELVDQHFRQRPLFERRQWRWKHDUHD7KH
GHYHORSPHQWGLUHFWO\HPSOR\VZRUNHUV DQG VXEFRQWUDFWRUV
HQRXJK WKDW WKH<HOORZVWRQH&OXESXUFKDVHGDQHDUE\PRWHO WRKRXVH
ZRUNHUVLQOLJKWRIDKRXVLQJVKRUWDJH 'HYHORSHU%OL[VHWKHVWLPDWHV
WKDWWKHGHYHORSPHQWLQMHFWVPLOOLRQLQWRWKHHFRQRP\DQQXDOO\
*DWHGFRPPXQLWLHVKDYHGLIIHUHQWPHDQLQJVWKURXJKRXWWKH5RFNLHV,Q
XUEDQDQGVXEXUEDQDUHDVWKH\RIIHUUHVLGHQWVDGGHGVHFXULW\DQGFDPD
UDGHULHDPRQJWKRVHRIVLPLODUDJHEDFNJURXQGDQGLQWHUHVWV,QUXUDO
UHVRUWDUHDVWKH³JDWHV´VWDQGPRUHIRUH[FOXVLYLW\DQG³VHSDUDWLRQ´RI
WKHKDYHVIURPWKHKDYHQRWV3UHVWLJHSDPSHULQJDQGZRUOGFODVVUHF
UHDWLRQRSSRUWXQLWLHVRIWHQVHOOWRKLJKZHDOWKLQGLYLGXDOVDQGIDPLOLHV
7KHUHVXOWLQJUHJLRQDOLQMHFWLRQRIMREVDQGLQFRPHFDQFRPHDWWKHSULFH
RIUHVHQWPHQWE\WKRVHWKHJDWHV³ORFNRXW´
7DEOHVKRZVWKH$+6GDWDIRUWKHQXPEHURIKRXVLQJXQLWVZLWK
³FRPPXQLW\DFFHVVVHFXUHGZLWKZDOOVRUIHQFHV´7KHGDWDVKRZ
WKH:HVWKDVWKHKLJKHVWQXPEHURIKRXVLQJXQLWVLQJDWHGFRPPX
QLWLHVDVDSHUFHQWRIWRWDOKRXVLQJXQLWV7KH:HVWDQGWKH6RXWK
DUHDVVRFLDWHGZLWKDQDUHDFRPPRQO\UHIHUUHGWRDVWKH³6XQEHOW´
DSRSXODU ORFDWLRQ IRUJDWHG UHWLUHPHQWFRPPXQLWLHV 7KHSHU
FHQWDJHRIXQLWVLQJDWHGFRPPXQLWLHVLQWKH3KRHQL[06$LVZHOO
DERYHWKHQDWLRQDODYHUDJHZKLOH'HQYHUFORVHO\UHÀHFWVWKHQD
WLRQDO DYHUDJH$OWKRXJK IDU IURPFRPSUHKHQVLYH WKH$+6GDWD
DUHWKHEHVWDYDLODEOHVWDWLVWLFVIRUDQDO\VLVRIQDWLRQDODQGUHJLRQDO
WUHQGVUHJDUGLQJJDWHGFRPPXQLWLHV
,W LV D FRPPRQ SHUFHSWLRQ WKDW JDWHG FRPPXQLWLHV DUH WKH EDV
WLRQVRIWKHZHDOWK\DQGZKLWH%XWDGHWDLOHGORRNDWWKH$+6GDWD
VKRZVWKDWWKHVHGHYHORSPHQWVDUHDOVRSRSXODUDPRQJWKHPLGGOH
FODVVDQGPLQRULWLHV$QDQDO\VLVRI WKHQDWLRQDO$+6GDWD
E\6DQFKH]DQG/DQJVKRZHGWZRGLVWLQFWSDWWHUQV7KH¿UVWZDV
WKHIDPLOLDUWUHQGRIZHDOWK\ZKLWHKRPHRZQHUVOLYLQJLQDFFHVV
FRQWUROOHGFRPPXQLWLHVUHTXLULQJDVSHFLDOHQWU\V\VWHPVXFKDV
DQHQWU\FRGHNH\FDUGRUVHFXULW\JXDUGDSSURYDO7KHVHFRQG
SDWWHUQKRZHYHUZDVDVWDUNFRQWUDVW6DQFKH]DQG/DQJREVHUYHG
D ODUJH LQVWDQFH RI XQLWV RFFXSLHG E\PLGGOHLQFRPHPLQRULWLHV
ZKRUHQWHGUDWKHUWKDQRZQHGWKHLUKRXVHVDQGOLYHGLQJDWHGFRP
PXQLWLHVWKDWGLGQRWQHFHVVDULO\KDYHWKHULJRURXVDFFHVVFRQWUROV
RIWKHPRUHXSVFDOHGHYHORSPHQWV6DQFKH]DQG/DQJFRQFOXGH
E\UHPDUNLQJWKDWWKHGHVLUHIRUWKHVHFXULW\RIJDWHGFRPPXQLWLHV
SHUYDGHVPDQ\VRFLDOFODVVHVQRWMXVWWKHZHDOWK\
*DWHGFRPPXQLWLHVDUHDSSHDOLQJIRUPDQ\UHDVRQV7KH\SURYLGH
DIHHOLQJRIVHFXULW\WKHFRPIRUWRIUDFLDODQGHFRQRPLFKRPRJH
QHLW\DQGWKHVDWLVIDFWLRQRIH[FOXVLYLW\ +RZHYHUUHVLGHQWVPXVW
EHZLOOLQJWRDGKHUHWRVWULFWEXLOGLQJFRGHVDQGVRFLDOJXLGHOLQHV
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1DWXUDODPHQLWLHVPDNHWKH:HVWDQDWWUDFWLYHORFDWLRQIRUKLJKHQG
GHYHORSPHQWVLQFOXGLQJVHYHUDORQWKH)RUEHVOLVWRIWKHPRVWH[
SHQVLYHJDWHGFRPPXQLWLHV$DUWLFOHLQ+LJK&RXQWU\1HZV
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